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MR. PATTON: Okay. We're on the
record. And this is Deputy Attorney Gener al
Thomas Patton. The date is Monday, August
1:30 p. m We are at Department of Parks and

Recreati on Headquarters,

1416 9th Street,

10t

Fl oor adm n offices, and we are here with M.
Davi d Saxby. And with me today, M. Saxby, i
M chael Mattson. M chael is an investigator
with the Department of Justice. "' m as wel |
with the Department of Justice. | " m an
attorney. He's an investigator. But |I'm
going to do -- lead the interview here. And
as you can see, |I'm making a little record
here.

And you received a letter from me on
Friday, correct?

MR. SAXBY: Correct.

MR. PATTON: Whi ch indicated we were

asking you to be present

for

an

i ntervi ew.

It's an adm nistrative investigation and

I nterview and told you you had the

have someone here,

an attorney or

right

to

representative,

anyone not

connected with the

You understand that?

I nvestigation.

MR. SAXBY: Yes.
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MR. PATTON: | see you came al one.

MR. SAXBY: Yes.

MR. PATTON: And we're taping this
i nterview, and you have the right to also tape
It i f you wish. | see you're not, but if you
desire down the road, you can be furnished a
copy of this when this investigation is all
finished.

And |'m going to ask you some
guestions relating to your official duties,
matters relating to -- we are investigating
financial reporting issues, some discrepancies
bet ween what's been reported at the State
Controller's Office by the Parks Depart ment
versus what has been reported to the State
Depart ment of Finance. | think you're aware
of that, right?

MR. SAXBY: Yes.

MR. PATTON: And then | want to read
this admonition. This is strictly an
adm nistrative investigation. Whil e you have
the right to remain silent with regard to any
crim nal investigation, this is not a crimnal
i nvestigation, and |I'm not suggesting there is

one or would be one, just pointing out that
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whil e you'd have the right to remain silent
with regard to any crimi nal investigation,
this is an adm nistrative interview, and you
do not have the right to refuse to answer
admi ni strative questions.

Not hi ng you say or any information
or evidence gained through this process could
ever be used against you in any crim nal
proceedi ng, only can be used as part of this
admi ni strative investigation. So we're
i nstructing you to discuss this matter with me
honestly, completely, and failure to do so, to
evade, any deception could be cause for
di sci plinary action, although | understand
tomorrow' s your |ast day.

MR. SAXBY: Better write it quick.

MR. PATTON: Yeah. So with that

said --
MR. SAXBY: Just have a boil erplate.
MR. PATTON: Yeah, you understand
the boilerplate? | think you got it, right?

MR. SAXBY: Yes.
MR. PATTON: Al'l right. Now, so
we're going to talk about a number of things,

but our focus is going to be about this
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financial reporting alluded to, but first

l et's tal k about who you are and your
background. So tell me who you are and how
you spell your name.

MR. SAXBY: David Saxby, D-A-V-1-D
S- A- X-B-Y.

MR. PATTON: And what's your
position with the Parks Department?

MR. SAXBY: | am a CEAl, Assi stant
Deputy Director for Administrative Services.

MR. PATTON: Okay. So in that
position, Assistant Director Adm n Services,
you report directly to?

MR. SAXBY: The Deputy for Admin
Services.

MR. PATTON: The Deputy Director for
Admi n Services?

MR. SAXBY: Yes.

MR. PATTON: Who is currently Aaron
Robertson?

MR. SAXBY: Aaron Roberts (sic).
Was Manuel Lopez.

MR. PATTON: Okay. Now, | noticed
fromreading prior transcripts that | think

you and the person you were talking to before
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tended to talk fairly quickly, and you tended
to complete each other's sentences and not
wait until a sentence was compl ete. We' re not
going to have that happen.

MR. SAXBY: Okay.

MR. PATTON: Okay. Thank you. So |
will wait, you will wait, and it will be much
easier for a transcriber, and it will also
make the interview much cl earer.

So you are the Assistant Director
Admi n Services reporting to the Deputy
Director for Adm n Services. And then tell me
about your background with the State.

MR. SAXBY: Okay. | worked for the
State for thirty years, mostly for Caltrans.
| also worked for Integrated Waste Management.

MR. PATTON: Let's start at the
begi nni ng.

MR. SAXBY: Okay.

MR. PATTON: You got thirty years
I n. Where did you start?

MR. SAXBY: | started as a toll
collector for Caltrans as a summer replacement
in 1970.

MR. PATTON: A seasonal tol
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collector?

MR. SAXBY: Yep. | was going to
Davis at the time, and somebody that | was
wor king with at Davis Unified School
District -- |1 was laying sod at the ti me.

MR. PATTON: This is 19707

MR. SAXBY: Yeah, in the summer, it
was in the summer and --

MR. PATTON: Where did you collect
tolls?

MR. SAXBY: | collected tolls at
Benici a-Martinez back then.

MR. MATTSON: Cortinez (ph.)?

MR. SAXBY: Huh?

MR. MATTSON: The Cortinez?

MR. SAXBY: No, just Benicia-
Martinez then.

MR. MATTSON: Oh, okay.

MR. SAXBY: That's where | started,
was my first rotation. | was | aying sod. Guy
called me up and said, hey, this is a great
gig, come down here, they're paying a | ot of
money, and the guy who's hiring is an al umni
from Davi s. So I went down, got hired. | t

was a great gig.
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MR. PATTON: What did they start at
hourly in the "'70s?

MR. SAXBY: Back then, | made 600 a
mont h, which was a | ot of money for the ' 70s.

MR. PATTON: For how many hours?

MR. SAXBY: Ei ght hours.

MR. PATTON: Forty hours?

MR. SAXBY: Yeah, forty hours a

week.
MR. PATTON: 150 a week?
MR. SAXBY: Yeah.
MR. PATTON: Thirty dollars a day?
MR. SAXBY: Yeah. That was a | ot of
money, more than | was maki ng because | was

maki ng 2.50.

MR. PATTON: Li ke 3.75 an hour.

MR. SAXBY: Yeah. | was making 2.50
doing -- laying sod.

MR. PATTON: About 3.75 an hour.

MR. SAXBY: Yeah. But the good part

was, because you were summer replacement and

there were no controls back then, | could work
two shifts. So I worked two shifts seven days
a week for the summer. | made a | ot of money.

MR. PATTON: Who was your --
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MR. SAXBY: | had a | ot of toys.

MR. PATTON: When is your first
full-time permanent?

MR. SAXBY: My first full-time
per manent was in '71. I was still going to
school . The summer -- my summer replacement
was on vacation, and he had a heart attack,
and so they asked me if | wanted to come full
time, and | said, can | work grave shift? And
they said, yes, and it took them a coupl e of
mont hs to get me on it, and then | worked
grave shift at the Benicia Bridge.

MR. PATTON: So your first full-time
per manent position was with Caltrans starting
in 1971 as a toll collector?

MR. SAXBY: Yes.

MR. PATTON: What happened after
t hat ?

MR. SAXBY: | graduated, made more
money t han any graduate was going to make in
his entry job so --

MR. PATTON: As a toll collector?

MR. SAXBY: As a toll collector,
yeah.

MR. PATTON: Gr aduated from where?
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MR. SAXBY: Davi s, UC Davis.

MR. PATTON: I n what ?
MR. SAXBY: Poli Sci .
MR. PATTON: Okay.

MR. SAXBY: And | worked there three

years, | think. Let's see, '"71 until

yeah, '73 two years -- two more years.

Somebody came to me and said, hey,
ad in our |ocal newspaper for toll
and there was an ad there that sai

have a degree, call this number.

7 - -

t here's an

col |l
d, if
So |

ectors,
you

call ed

t he number and got rotated into the management

training program

MR. PATTON: For toll collectors?

MR. SAXBY: No, for the organization

of toll collection.

MR. PATTON: Cal trans.

MR. SAXBY: Cal trans, yeah.

MR. PATTON: Okay.

MR. SAXBY: Call ed the Bay Toll

Aut hority back in those days.
MR. PATTON: Okay.
MR. SAXBY: Wor ked out of

San

Franci sco, was on a rotational program, worked

there a couple of years. Then a friend of
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m ne came up to Sacramento on a speci al
project, called me and said, they need a

Budget Officer up here, you're just the guy

they need, and |I've told them about you and
they want to talk to you next week. So |
went -- came up for an interview, and they

offered me the job.

MR. PATTON: Just the guy they
needed because of all the budgeting and
accounting they were teaching in the Poli Sci
Program at Davi s?

MR. SAXBY: No, just -- | was a
spreadsheet technical kind of guy. Il just --
| I'iked numbers for some reason; it's just
what | 11 ked. And | -- the jobs that |
rotated through, | ended up being in Traffic
Ops and Accounting Statistics and doing the
accounts for all of the tolls, how many cars
go across and filling out those reports so --

MR. PATTON: That was a feeble
attempt on my part to be funny.

MR. SAXBY: Facetious?

MR. PATTON: Well, you finished my
sentence there.

MR. SAXBY: Oh, excuse me.
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MR. PATTON: "1l go with --

MR. SAXBY: Okay.

MR. PATTON: "1l go with facetious.
No, | |ike numbers, too.

MR. SAXBY: Yeah.

MR. PATTON: Al'l right. So you went
into the manage program at Caltrans md '70s,
and then what? [|'m sorry. And then someone
pull ed you over to go work on Budgets?

MR. SAXBY: Here in headquarters.

MR. PATTON: Headquarters --

MR. SAXBY: Here in Sacramento.

MR. PATTON: At Caltrans?

MR. SAXBY: Yes. So I moved from
Sacramento -- or San Francisco up here to
Sacrament o.

MR. PATTON: Now, Caltrans has a | ot
of different divisions.

MR. SAXBY: Absol utely.

MR. PATTON: Were you assigned to a
particular division or is your budget
responsibility for the organization as a
whol e?

MR. SAXBY: Then it was a division.

MR. PATTON: What division?
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MR. SAXBY: Of fice of Equi pment.
And then | left and | went -- let's see. I
think that was in '75. | left Caltrans and
went to Consumer Affairs for two years because
t hey had a study that | wanted to do, and |
t hought | would get a promotion there, and
t hey were having a |ayoff at Caltrans, and |
was |low in seniority.

MR. PATTON: So you went to Consumer
Affairs when?

MR. SAXBY: In ' 75.

MR. PATTON: Al'l right. Wor ked
there a couple of years?

MR. SAXBY: Worked there a couple
years. Came back to Caltrans and went to a
di fferent program called Hi ghways, which was
responsi ble for all of the programm ng of the
proj ects. And | was the general adm n guy
t here. | did facilities, and | did budgeting,
and | did space management and that kind of
stuff. And | supervised the clerical pool.
Then the guy that | worked for at Office of
Equi pment was appointed as the Direct Director
down in Fresno, and he called me and he wanted

me to come down there to help them with their
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mass trans program,

MR. PATTON:
MR. SAXBY:
MR. PATTON:
MR. SAXBY:
MR. PATTON:
in Fresno?
MR. SAXBY:
MR. PATTON:
MR. SAXBY:

headquarters
MR. PATTON:

MR. SAXBY:

there as a program budget

MR. PATTON:
Di vision?

MR. SAXBY:
shop, so that was at

MR. PATTON:

MR. SAXBY:
Adm ni stration and t

MR. PATTON:
Budget for

MR. SAXBY:

MR. PATTON:

into the budget

bus, bike, rail, car pool.

And you went ?

And | went down.
When?
That was Iin '78.

And how | ong were you

| was there a year.

Then what happened?

Then | came back up to

shop.
Cal trans?
And |

Cal trans. wor ked

anal yst for --
Still in the Highways

No. I was in the budget
admi n then.
Okay.
Shifted over to
he budget program.

Admi ni stration and

the entire Caltrans Department?

Ri ght .

Okay. And you did what
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there?
MR.
MR.
MR.
MR.
MR.

of analysts and built

districts.
t he BCPs,
woul d get
and tell the
MR.
MR.

MR.

t he

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

go through the hearings.
resul ts,

programs what

PATTON:
SAXBY:
PATTON:

appropriations?

MR.
MR.
MR.
approved.
MR.
MR.
MR.
MR.

take them back out

district,

SAXBY:
PATTON:
SAXBY:

PATTON:
SAXBY:
PATTON:
SAXBY:

and then we would monitor

| was - -
In the budget shop.

| was supervisor --
Okay.

-- and managed a group

t he budgets for four

And we would build the budget, do

Then we
and we'd go back out
t hey got.

What hearings?

Legislative hearings.

Okay. To get your
Yeah.

To get the budget --
To get the budget

-- proposal approved?
Yeah.

Okay.

And so then we woul d

and share them with the

t hem.
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MR. PATTON: This is in the early
' 80s?

MR. SAXBY: Yes.

MR. PATTON: SO you -- were you part
of the process back then of preparing budget
submttals for the Department of Finance to go
to the governor to become part of the proposed
annual budget?

MR. SAXBY: Yeah. BCPs ?

MR. PATTON: well - -

MR. SAXBY: It's a -- | mean, it
depends upon the level, but there's -- BCPs is
t he normal document where it's a budget change
proposal where you write up a new program
need, you put it in a package, and it goes
t hrough Finance for review, goes to the
| egi sl ature. It's the product that they're
approving as a part of the budget process.

| " m assum ng that's what you're talking about.

MR. PATTON: Well, | -- maybe I'm
not famliar enough with the process. My
understanding is that as -- in the m ddle of
each fiscal year in the fall of any cal endar

year --

MR. SAXBY: Yes.
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MR. PATTON: Don't talk while I'm
saying somet hing, okay? Because that wil
make this very difficult to transcribe.

My understanding is that in the
m ddl e of a fiscal year towards the fall,
because an annual budget gets worked up every
year and it gets worked up for the entire stay
for all the departments by the Department of
Fi nance based on each department reporting to
Fi nance and then what the Department of
Fi nance puts together for the next upcom ng
fiscal year budget then is transmtted to the
governor who may make some adjustments,
usually does, and then the governor's budget
I's, by law, presented to the |legislature in
January. And then we go through an annual
routine of the legislature then reviewi ng, and
they make -- obviously, it's a very
complicated, time-consum ng process.

So my -- you started giving me an
answer about budget change proposals which my
understanding is a particular budget change
proposal is a smaller subset of an annual
budget .

MR. SAXBY: Correct.
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MR. PATTON: So | guess | would
just --

MR. SAXBY: So to answer your
guestion, yes, | prepared the budget
proposal s.

MR. PATTON: Budget change
proposal s.

MR. SAXBY: Budget change proposals.

These were submtted to Finance. They woul d
review those. They - -

MR. PATTON: s that -- and |I'm
sorry to interrupt. Let me --

MR. SAXBY: That's okay.

MR. PATTON: Is the budget change
proposal process part of what | described as
the --

MR. SAXBY: Yes.

MR. PATTON: -- annual budget
submi ssion?

MR. SAXBY: Yes.

MR. PATTON: Okay.

MR. SAXBY: It's usually -- the
budget process is a base plus a change, and
t he budget change proposal is the document

that recommends a change, either up or down.
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MR. PATTON: So you're taking

basically your | ast year's operating budget -

MR. SAXBY: Ri ght .

MR. PATTON: -- and then you'r

maki ng adj ust ments. And those adjustments are

budget change proposal s?
MR. SAXBY: Ri ght .
MR. PATTON: Okay.

e

MR. SAXBY: New program, increased

program, | arger workload, and your document i

a justification for whatever you're asking

for. Goes to Finance. They review those.

They interview you. They come over and work

It out, and then they either approve them or

not and then carry them forward, and that

becomes the governor's budget.

MR. PATTON: So you are, over
'80s, early '80s, working in the budget
for Caltrans for the entire department.
You' re doing things |ike budget change
proposal workups.

MR. SAXBY: Yeah.

MR. PATTON: And what was your
position at that time?

MR. SAXBY: | was a supervisor

in the

shop
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MR. PATTON: Okay.

MR. SAXBY: Budget supervisor,
staff -- it would have been probably
equivalent to a 1 now.

MR. PATTON: And you were in charge
of the secretarial pool?

MR. SAXBY: No.

MR. PATTON: No? Who did you
supervise?

MR. SAXBY: | supervised anal ysts.

MR. PATTON: Okay.

MR. SAXBY: Associ ate |l evel.

MR. PATTON: Okay. And then you did

t hat . When he was your next --

MR. SAXBY: | did that --

MR. PATTON: -- job or promotion?

MR. SAXBY: | did that for a year.
| did that for a year. Then | quit because |
was bored. And my dad wanted me to come into
busi ness with him so | moved up to Seattle.
He had a travel agency. And | went up there
and | don't know what | was thinking but --

MR. PATTON: What year was that?
MR. SAXBY: That was in '80.
MR. PATTON: 807
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MR. SAXBY: Yeah.

MR. PATTON: Okay.

MR. SAXBY: | was up there for a
year.

MR. PATTON: SO0 you got ten -- you
got ten years in.

MR. SAXBY: Yeah.

MR. PATTON: And then you take a
year off.

MR. SAXBY: Yes. And -- well, |
took a coupl e.

MR. PATTON: Coupl e years off.

MR. SAXBY: Ri ght . | went up there.
We couldn't really get along real well. I
don't know why | thought we coul d.

MR. PATTON: You don't have to tel
me the famly history.

MR. SAXBY: Yeah. No -- but --

MR. PATTON: When did you come back
to the state?

MR. SAXBY: So then in '"81 | came
back to the state, back into the budget shop.
MR. PATTON: Cal trans.

MR. SAXBY: I nto Caltrans.
MR. PATTON: Okay. Doing what ?
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MR. SAXBY: Oh, | didn't go back

into the budget shop. | went into -- | came
back, and | was head of toll collection, of
t he managers of all the toll collectors. So |

did that for a year

MR. PATTON: Al'l right.

MR. SAXBY: Then a friend of m ne
that | had worked with who had gotten me up to
Sacramento in that first job at Office of
Equi pment, he had gone to Boston and started a
coupl e of businesses, and he wanted me to come
and help himwth that, which was -- it was a
health food business. So he wanted me to open
a store with him And so - -

MR. PATTON: I n Boston.

MR. SAXBY: | n Boston.

MR. PATTON: And did you go?

MR. SAXBY: | did, I went --

MR. PATTON: What year?

MR. SAXBY: -- with the whole
fam | y. That was in '82. And so | went back
and opened a store from scratch, | earned the

busi ness.
MR. PATTON: Health foods?
MR. SAXBY: Health foods, yeah.
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MR. PATTON: 1827

MR. SAXBY: In '82, yeah.

MR. PATTON: You're ahead of the
health food power curtain.

MR. SAXBY: Well, but we were in
Stoneham, Massachusetts, which is where
Seventh Day Adventists are, which is a big
community for health food.

MR. PATTON: How | ong were you in
Massachusetts?

MR. SAXBY: Could only stand that
for a year. His wife --

MR. PATTON: Okay. Don't give me
their famly history. What did you do after
t hat ?

MR. SAXBY: Okay. | came back to
California. | was going to come back to work
for the State and go into the budget shop.
They were waiting for me.

MR. PATTON: At Caltrans.

MR. SAXBY: At Caltrans.

MR. PATTON: They're waiting for
you?

MR. SAXBY: They were waiting for

me, but there was a freeze and they couldn't
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hire me. So when | got back, | didn't have a

job, so | | ooked around and applied, and I --
while | was in Massachusetts for that year, |
got into computers, and | learned a little bit

of programm ng and DOS and was playing with

them and just -- with some friends, and so
when | came back, | thought, well, | could
sell computers. So I went and applied for a

job at Capital Computers, and they hired me as
a store manager. So | worked there for three
years.

MR. PATTON: Three years in the
computing business.

MR. SAXBY: Yeah.

MR. PATTON: For those who were born

after DOS, that's disk operating system Al |

right.

MR. SAXBY: Yes.

MR. PATTON: Yes. Well, | got a
gquestion.

MR. SAXBY: Yeah.

MR. PATTON: So you worked for three
years -- okay. Tell me where you went next.

You go back to Caltrans at that point?

MR. SAXBY: Yes, | went back to
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Cal trans.
MR. PATTON: What year?
MR. SAXBY: That was in '86.
MR. PATTON: Back into the budget

shop?
MR. SAXBY: Back into the budget
shop.
MR. PATTON: ' 86. Now, you said
that -- so you've told me now that you've made
two -- this is your third return to Caltrans

we're on now.

MR. SAXBY: Yes.

MR. PATTON: And you said they're
waiting for you.

MR. SAXBY: Yes.

MR. PATTON: Who's waiting for you
over at Caltrans?

MR. SAXBY: My budget managers.

MR. PATTON: Who's that?

MR. SAXBY: It was a guy named
Martin Kiff (ph.), and Jimmy Smth who was my
supervisor.

MR. PATTON: " m curious how you're
able to reenter. It sounds |ike you've got --

if there's a position avail able, the door's
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going to be open to Dave Saxby.

MR. SAXBY: Yeah. | have return
rights to the system.

MR. PATTON: Real | y?

MR. SAXBY: Yeah. But | was such a
good worker and they |loved the work that |
did. | was -- people |liked me --

MR. PATTON: Al'l right.

MR. SAXBY: -- because | worked
hard.

MR. PATTON: Okay. So you go back
in in '86 --

MR. SAXBY: Yes.

MR. PATTON: -- back into the budget
shop.

MR. SAXBY: Yes.

MR. PATTON: Al'l right. | n what
position?

MR. SAXBY: Let's see. | went back
in then just as an associ ate anal yst.

MR. PATTON: Okay. So not at the
same height you had previously been.

MR. SAXBY: No, at the same -- oh,
yeah, at the same hei ght.

MR. PATTON: Okay.
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MR. SAXBY:

didn't have -- |

wasn't

Yeah, supervise -- |

supervising anybody

because they had gray creep and so now you had

to get a promotion t

just went back in at

associ ate | evel posi

MR. PATTON:
MR. SAXBY:
state services, all

for those three year

o get a supervisor, so |
exactly the same

tion that | left

Okay.

And - -

at .

but the beauty of

the raises that they got

s and everything that you

get when you come back in.
MR. PATTON: Okay. So --
MR. SAXBY: And that was more money
than | was making as a --
MR. PATTON: Then what happened?
MR. SAXBY: -- manager.
MR. PATTON: What happened next?
MR. SAXBY: | just kept worKking.
MR. PATTON: How | ong did you hold

t his budge anal yst

MR. SAXBY:
position |I held --
MR. PATTON:
MR. SAXBY:
MR. PATTON:

position?

The budget anal yst
Did | say that right?
Yes.

That's what you - -
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finish -

going to

MR. SAXBY: Budget --

MR. PATTON: -- came back to --
MR. SAXBY: Budget anal yst.

MR. PATTON: -- in '867

MR. SAXBY: Yes, budget anal yst.

MR. PATTON: Don't -- let me
MR. SAXBY: Oh, |I'"m sorry.
MR. PATTON: -- my sentence. [''m

repeat that part. Did | say that

correctly? You came back in as a budget

anal yst?

MR. SAXBY: Yes.
MR. PATTON: Okay. How | ong did you

hold that position?

wor ked f

for in F

MR. SAXBY: | was there one year.
MR. PATTON: And then what ?
MR. SAXBY: Then the guy that |
or at Office of Equipment and | worked

resno had come to headquarters, and he

was now over Capital Outlay Support, the total

Capi t al
dol | ar s,
he asked

budget for Caltrans, people and
and he needed a budget anal yst. So
if I would come and work.

MR. PATTON: And who is this person?
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MR.
MR.
MR.
MR.
MR.
MR.
MR.
MR.

for Russ in

MR.

SAXBY:

time to develop the

MR.

string of

now you hit

MR.

computers,

MR.
MR.
MR.

anal yst.

MR.
MR.

t here?

MR.
MR.

one-,

Russ Licap (ph.).

PATTON: Okay.

SAXBY: And so | did.

PATTON: 19877

SAXBY: Yes - -

PATTON: Okay.

SAXBY: -- ' 87.

PATTON: How |l ong did you work
Capital Outlay?

SAXBY: Ten years. Took a | ong

budget model er.
PATTON: Okay. So we have a
two-, and three-year jobs, and

your comfort zone.

SAXBY: In I ove, working,

building a model er.

PATTON: 87 to '977?

SAXBY: Yeah.

PATTON: And you're a budget
SAXBY: Yeah.

PATTON: Is that your title
SAXBY: Yeah, yeah.

PATTON: Were you in charge of
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t he budget part of this Capital Outlay?

MR. SAXBY: Yes. Well, okay.

MR. PATTON: Let me ask a couple
clarifying questions.

MR. SAXBY: Yeah.

MR. PATTON: You're in Capital
Out | ay.

MR. SAXBY: Um hum.

MR. PATTON: That is a subdivision
of Caltrans.

MR. SAXBY: Yes.

MR. PATTON: Responsi bl e for

capital --

MR. SAXBY: Yes.

MR. PATTON: -- improvements,
expenditures. You are working for this guy
Russ - -

MR. SAXBY: Yes.

MR. PATTON: -- as a budget anal yst.

MR. SAXBY: Yes.

MR. PATTON: And tell me your
progression then over that ten years and what
the basic chain of command that you're
reporting to is.

MR. SAXBY: | had a boss who was
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an -- who was the adm nistrator there that

reported directly to Russ, but we Kkind of

wor ked as a team since we'd all worked
t oget her. My - -

MR. PATTON: So you were working for
a budget adm nistrator?

MR. SAXBY: General adm nistrator.

MR. PATTON: General adm nistrator.

MR. SAXBY: He did everything.

MR. PATTON: What was his name?

MR. SAXBY: It was a her.

MR. PATTON: Her .

MR. SAXBY: Eileen Gellison (ph.).

MR. PATTON: And Eil een reports to
Russ - -

MR. SAXBY: Ri ght .

MR. PATTON: What's his |ast name?

MR. SAXBY: Li cap.

MR. PATTON: Li cap. And Russ's
position is?

MR. SAXBY: He's the Deputy for

Capital Outlay Support.

MR.

PATTON:

Okay. So you're two

people down from the Deputy for Capital Outl ay

Support.
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MR. SAXBY: Ri ght .

MR. PATTON: Reporting to Eil een.

MR. SAXBY: Yes.

MR. PATTON: And |'m curious when
you first met Manny because | know that
Manny -- Manuel Lopez worked for you at
Cal trans at some point.

MR. SAXBY: Yes.

MR. PATTON: Under you.

MR. SAXBY: Yes.

MR. PATTON: When did he arrive on
the scene?

MR. SAXBY: It's a |l ot longer story,
but anyway, | left, came back --

MR. PATTON: Bet ween 1987 and ' 97
you left and came back?

MR. SAXBY: No. In "97 --

MR. PATTON: You |l eft.

MR. SAXBY: Yes, | -- let's see.

Not in -- |let's see. "97 -- no, "97 | went to

work -- | got -- someone in adm nistration --
l et's see. It must have been a year before

t hat . So | worked there until '95, | didn't
work there until '96. | worked in Capital

Outl ay Support in '95. A gal that used to
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work for me was now the adm n manager in the

mai nt enance program, the second biggest

program in Caltrans. And she needed a budget
anal yst, and no one would work for her. So
she called me and asked if | would come and be
her budget analyst, and | was done with all --
done with the modeling, done, and | was now
repeating |like doing the same thing over

again, and | thought, yeah, | could use

anot her chall enge. So | went to maintenance.
So | was there a year.

And then a friend of m ne became the
adm n deputy for the whole department, and he
needed a budget analyst, and he hired me away
from mai ntenance, so | was there until '97.
In "97, they needed someone to go up to
Reddi ng and be the adm n deputy for the

district up there, and the personnel manager

proposed that | go up there and do that. So |
went up there for a promotion, and | was there
a year.

MR. PATTON: All right. | feel

better; we're back into one-year tours.
MR. SAXBY: That's "90 -- yeah, '98.

And so then fromthere |I got hired to
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| nt egrated Waste to be the head of

and Budgets in the adm n program
Waste, and | was there two years,
2000 - -

at | nt

and t

MR. PATTON: What was your tit

Accounti ng

egr at ed

hen in

| e?

You said you were the head of Accounting --

MR. SAXBY: Yeah.

MR. PATTON: -- and Budgets.

MR. SAXBY: | was the Chief

Fi nanci al Officer.

MR. PATTON: Okay. At I ntegrated

Wast e Management Board.

MR. SAXBY: At Integrate -- yes.

MR. PATTON: Okay.

MR. SAXBY: Then - -

MR. PATTON: Two years?

MR. SAXBY: Two years. And then |
got hired back to Caltrans.

MR. PATTON: What year?

MR. SAXBY: ln "99 - -

MR. PATTON: Okay.

MR. SAXBY: -- end of '99, like |

think it was December of '99 actually -

MR. PATTON: Okay.
MR. SAXBY: -- the maint

enance
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programin -- at Caltrans. And then | was
promoted in January back into the budget shop
as the manager for Capital Outlay Support for
the big budget.

MR. PATTON: Okay.

MR. SAXBY: And that's when |I'd --

MR. PATTON: So you were --

MR. SAXBY: -- inherited Manuel.

MR. PATTON: And that was what year?

MR. SAXBY: That was in 2000.

MR. PATTON: 2000, you promoted into
t he budget shop.

MR. SAXBY: Budget shop, yes.

MR. PATTON: And when you use that

term,
services budget

depart ment .

" m understandi ng that

to mean the adm n

operation for the entire

MR. SAXBY: For the entire
department, yes.

MR. PATTON: Budget shop is a gl obal
term

MR. SAXBY: Yes.

MR. PATTON: To work in the
Capital -- to be the manager of the Capital
Support Outlay --
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MR. SAXBY: And Capital.

MR. PATTON: And Capital --

MR. SAXBY: Budget .

MR. PATTON: -- budget within the
budget shop.

MR. SAXBY: Yes.

MR. PATTON: You're not assigned
just to Capital Support Outlay?

MR. SAXBY: No.

MR. PATTON: That just happens to be
your -- what you're working on.

MR. SAXBY: Ri ght .

MR. PATTON: Okay. 2000, you said.

MR. SAXBY: Yes.

MR. PATTON: And then you said when
you inherited Manuel ?

MR. SAXBY: Yes.

MR. PATTON: What was -- how did you
i nherit him?

MR. SAXBY: He was one of the
supervisors there.

MR. PATTON: Okay. I n the budget
shop.

MR. SAXBY: In the budget shop --

MR. PATTON: Wor ki ng - -
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MR. SAXBY:

-- in the Capital

program.

MR. PATTON: Okay. And so then you
and Manuel worked together at Caltrans for how
|l ong?

MR. SAXBY: Until 2005.

MR. PATTON: So did you say in that
position for four years?

MR. SAXBY: Yeah.

MR. PATTON: Okay. To 2005. When
what happened next?

MR. SAXBY: | retired.

MR. PATTON: And at that point, you
had '70 to 2005 is thirty-five years m nus
about seven that you were out of the agency.

MR. SAXBY: That ended up being
thirty.

MR. PATTON: It was thirty-five. My
mat h was - -

MR. SAXBY: Well, I mean --

MR. PATTON: You had thirty year --

MR. SAXBY: -- but | got credit,
thirty years in.

MR. PATTON: -- you had thirty
years' credit as of 'O05.
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MR.
MR.
When did you
State?
MR.
as an RA.
MR.
MR.
MR.
MR.
MR.

what's the maxi mum - -

MR.
MR.

the question.

can work a year

MR.
MR.

SAXBY:
PATTON:

come back to work at

SAXBY:

PATTON:
SAXBY:
PATTON:
SAXBY:
PATTON:

SAXBY:
PATTON:

Yeah.
Okay. You

Every year |

Wher e?
Cal trans.

In '067?

In "06, "'O07,

retired.

all for the

came back

08, '09.

Did you do your full -

No, because

had - -

Well, | didn't finish

What's the maxi mum hours you

as an R -- retired annuitant?
SAXBY: 960.
PATTON: Okay. In "06, '7, and

"8 and '9, you said,

MR.
MR.

SAXBY:

PATTON:

retired annuitant at

MR. SAXBY:

MR.
9607?

PATTON:

four years -

Yes.

-- you worked as a

Caltrans?

Yes.

Putting in the full

Page 38

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. SAXBY: No.
MR. PATTON: Run me through it.

MR. SAXBY: | retired early, and |
waited a year, and | took Social Security at
62. So Social Security has a cap that you can

make whi c

control.

h is 13,000 doll ars. So that was my

MR. PATTON: So you wouldn't make

more than 13, 000 doll ars?

MR. SAXBY: Ri ght .
MR. PATTON: However many hours that

was ?

MR. SAXBY: Yeah.

MR. PATTON: So - -

MR. SAXBY: It depend - -

MR. PATTON: Go ahead.

MR. SAXBY: It depended on the job
that | had, the classification that | had and
the project that | was working on. I
basically -- people called me, and | had |ike
maybe four job offers. They all knew that |

woul d be

of year,

| ooking to come back after the first

and so there would be four or five

people call me and say, we have a job for you,

and I'd p

ick the one that | ooked |i ke the most
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fun and that | could get done in that amount
of time.

MR. PATTON: So you did retired
annui tant work in "06, "7, and '8 --

MR. SAXBY: And ' 9.

MR. PATTON: -- and '9 for Caltrans.

MR. SAXBY: Yes.

MR. PATTON: And did you work again
as a retired annuitant with M. Lopez?

MR. SAXBY: Yes, in "10, 2010.

MR. PATTON: At Caltrans?

MR. SAXBY: No, here -- no, no.

MR. PATTON: Okay. We're going to
get to the move here in a mi nute.

MR. SAXBY: Okay.

MR. PATTON: Don't jump ahead of me.

MR. SAXBY: Sorry.

MR. PATTON: That's all right. When
you went -- you said you worked '06, "7, '8,
and '9 each year at Caltrans as a retired
annuitant.

MR. SAXBY: Yes.

MR. PATTON: When you went back and

wor ked t hese

annui tant at

periodic periods as a retired

Caltrans, were you working with
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M. Lopez again?

MR. SAXBY: No.

MR. PATTON: No. What were
did you do at Caltrans during those
annui tant years?

MR. SAXBY: Let's see. Fir

| was hired by Traffic Operations.

- - what

retired

st year,

They had a

crisis in their budget shop. They had a bad
manager . They had just taken that manager
out . They needed someone to come in and help
build their budget shop. So I came in, went
t hrough interviews, got a manager in there,
hel ped the manager do interviews, got some
budget staff in there.

MR. PATTON: What did you do the
next year? That's '067?

MR. SAXBY: Yeah, '06.

MR. PATTON: What did you do in '077?

MR. SAXBY: 07, what did | do in
'077?

MR. PATTON: You went back as a
retired annuitant --

MR. SAXBY: Yeah.

MR. PATTON: -- to Caltrans.

MR. SAXBY: Yes.
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MR. PATTON: It doesn't -- |'m not
really that concerned with what you did.

MR. SAXBY: Yeah. | think I -- |
think that time | worked for Traffic
Operations again in their management team
hel ping them build -- to train the managers on
adverse action, all of the kinds of
adm nistrative stuff.

MR. PATTON: Okay. So -- but you're
at Caltrans. 07 and '8, you come back to
Caltrans again --

MR. SAXBY: Yes.

MR. PATTON: -- as a retired
annui tant?

MR. SAXBY: | ended -- | was in the
budget shop for those next two years --

MR. PATTON: Okay.

MR. SAXBY: -- doing just little
speci al projects. One was -- one -- there was
the lawsuit, and so the budget shop --

MR. PATTON: The | awsuit?

MR. SAXBY: The | awsuit agai nst
Manuel .

MR. PATTON: There was a |l awsuit at

Cal trans agai nst Manuel ?

Page 42

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. SAXBY: Yeah.

MR. PATTON: And -- okay, go ahead.
Tell me --

MR. SAXBY: And so the |l awyers
wanted me to be on the team so the budget
shop hired me to come and help them and at the
same time help the attorneys.

MR. PATTON: Lawyers for the State
wanted you - -

MR. SAXBY: Yeah.

MR. PATTON: -- on the team?

MR. SAXBY: Yeah.

MR. PATTON: What team?

MR. SAXBY: Their team that's doing
depositions and working on the |awsuit.

MR. PATTON: Why did they need you
to be on a -- what sounds |like a |l egal defense
t eam?

MR. SAXBY: | was the manager and
Lopez worked for me at the time that the
| awsuit was fil ed.

MR. PATTON: Okay. So the | awsuit
has something to do with his work -- his
performance at work?

MR. SAXBY: Yeah, right.
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MR. PATTON: And so you had been the
manager at the time --

MR. SAXBY: Ri ght .

MR. PATTON: -- and the legal -- the
attorneys need your assistance to do what?

MR. SAXBY: They wanted to -- they
wanted to understand what he was going on.

MR. PATTON: Okay.

MR. SAXBY: What happened, what did
| think, what were the results, who was this
person, what was their story, the history.

MR. PATTON: Okay. So you're a
source of information --

MR. SAXBY: Yeah.

MR. PATTON: -- for the |egal
defense team

MR. SAXBY: Ri ght .

MR. PATTON: Okay.

MR. SAXBY: They were feeling the
deputy for adm nistration at the time, she did
not want to settle --

MR. PATTON: Okay. And | don't
really want to get into it.

MR. SAXBY: -- all that, but

anyway -- so she knew that | knew all the
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t hings that needed to be known, so she put me
on, and once | was on --

MR. PATTON: Put you on -- put you
on - -

MR. SAXBY: Put me in with that
group on the team And once we tal ked
everything through, then they had a different
course of action, and they did depositions of
people --

MR. PATTON: Okay .

MR. SAXBY: -- who got different
directions so --

MR. PATTON: ' m taking away - -

MR. SAXBY: Yep.

MR. PATTON: Sl ow down. When |
start to talk, let me finish the sentence.
' mtaking away from this that there was some
sort of consultation group created within
Caltrans to work with the defense, the | ega
defense peopl e.

MR. SAXBY: Yes.

MR. PATTON: And you were part of
t hat. Okay. As -- during your time as a
retired annuitant?

MR. SAXBY: Yes.
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MR. PATTON: And this is in what?
"07-"087?

MR. SAXBY: This was in '08-"'009.

MR. PATTON: "08 --

MR. SAXBY: 08 and ' 09.

MR. PATTON: So in '"09 you're at
Caltrans as a retired annuitant?

MR. SAXBY: Yes.

MR. PATTON: And your primary worKk
there is trying to be part of this consulting
group dealing with the litigation?

MR. SAXBY: That was one part of it.

The rest | was helping the new -- they had a
new boss, and | was hel ping her --
MR. PATTON: "They" who?

MR. SAXBY: Budget shop got a new
di vision chief, and | was hel ping her train
some of her managers.

MR. PATTON: Now, | read in your
prior interview transcript back in February
with Ms. Murphy that you came here to Parks as
a retired annuitant in March of 2009.

MR. SAXBY: "10.

MR. PATTON: So not 2009 then?

MR. SAXBY: No.
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MR. PATTON: It was 20107

MR. SAXBY: Yeah, it's '10.

MR. PATTON: Okay. So in 2000 -- in
2009, you were a retired annuitant at
Caltrans, didn't work for Parks in 2009. You
came here as a retired annuitant in 2010. And

who were you working for here?

MR. SAXBY: | was here -- that was
i n March. | worked for Cheryl Tayl or.
MR. PATTON: She was -- what was her

position?

MR. SAXBY: She's the budget
manager .

MR. PATTON: Okay. When did Manuel
Lopez come here?

MR. SAXBY: 2005.

MR. PATTON: So he was already here.

MR. SAXBY: Yes.

MR. PATTON: So when you were doing
this work as a retired annuitant and hel ping
consult with a |legal defense team dealing with
a case that involved M. Lopez, he had already
moved out of Caltrans?

MR. SAXBY: Yes.

MR. PATTON: And it sounds to me
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li ke in 20057

MR. SAXBY: Um hum.

MR. PATTON: That's a yes?

MR. SAXBY: Yes.

MR. PATTON: And he came here?

MR. SAXBY: Yes.

MR. PATTON: So you come here in
2010 as a retired annuitant, and you're
working in the budget operation under Cheryl
Tayl or who is the budget manager here at
Par ks.

MR. SAXBY: Yes.

MR. PATTON: And what was Manny
Lopez's position then?

MR. SAXBY: He was Deputy Director
for Adm n.

MR. PATTON: Had he -- when -- do

you know when he left Caltrans in '05 and came

to Parks what his position was here at Parks
when he started?

MR. SAXBY: Yes.

MR. PATTON: What ?

MR. SAXBY: He was budget manager.

MR. PATTON: Oh, the position Cheryl
Tayl or then ended up taking?
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MR. SAXBY: Correct.

MR. PATTON: So he came in here as
budget manager, and then he went -- do you
know what year he was promoted then to -- did

he go from that to Adm n Services Director?

MR. SAXBY: Yes, yes. | don't know
what -- |'mthinking -- let's see. That woul d
have been '5 -- I'm thinking maybe '8 -- 2008.

MR. PATTON: Okay.

MR. SAXBY: " m not -- or "9, right
in there.

MR. PATTON: I'"m just curious. You
may not know anything about it, but -- and |
don't know what the litigation was about,
don't really want to, but you did tell me that
there was litigation at Caltrans that involved

Manuel Lopez.

MR. SAXBY: Yes.

MR. PATTON: And it was apparently
compl ex enough that some group of consulting
people within Caltrans is formed to help the
attorneys with the strategy and deposition
schedul es.

MR. SAXBY: It wasn't a big -- it

wasn't -- there were two attorneys and me. So
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it wasn't a big group.

MR. PATTON: Okay. Who hired Mr.
Lopez to come over here? Do you know?

MR. SAXBY: Yes, a person named Rob
Borskin (ph.) who --

MR. PATTON: Okay. Did he know - -

MR. SAXBY: -- who --

MR. PATTON: Go ahead.

MR. SAXBY: Yes. He came from
Cal trans. Rob Borskin came here from
Cal trans.

MR. PATTON: Did he know Mr.
Lopez - -

MR. SAXBY: He knew - -

MR. PATTON: -- from Caltrans?

MR. SAXBY: Yes, he did.

MR. PATTON: Let me finish my
guestion, please.

MR. SAXBY: Yeah, sorry.

MR. PATTON: "' m going to repeat it.

MR. SAXBY: Yep.

MR. PATTON: Did Rob Borskin know
M. Lopez from Caltrans?

MR. SAXBY: Yes.

MR. PATTON:

Okay.

So Rob was
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responsi ble then for -- and Rob was the Adm n

Services

Deputy.

Director.

he hired

Director?

Director?

MR. SAXBY: He was the Assi st ant

MR. PATTON: Admi n Services

MR. SAXBY: Adm n Services.
MR. PATTON: Okay. So he brought --

Manny to come over here as the Budget

MR. SAXBY: Budget manager, yeah.
MR. PATTON: Budget manager - -
MR. SAXBY: Yes.

MR. PATTON: -- at Parks. You're
still at Caltrans?

MR. SAXBY: Yes.

MR. PATTON: Did -- was Rob Borskin,
was he aware that there was this litigation
goi ng on at Caltrans?

MR. SAXBY: No, at that time.

MR. PATTON: So when he hired Manue
Lopez to come over here and be Budget Officer?

MR. SAXBY: Manager .
MR. PATTON: Manager .
MR. SAXBY: Yes.
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MR. PATTON: -- he didn't know that
there was litigation involving M. Lopez?
MR. SAXBY: There wasn't at that
ti me.
MR. PATTON: Oh, there was not at

that time?
MR.
MR.
MR.
MR.

SAXBY: No.

PATTON: In 2005.

SAXBY: Right, at that time.
PATTON: Oh, so litigation at

Caltrans came after M. Lopez had already | eft

Cal tr ans.
MR.
MR.

you think it

SAXBY: Yes.
PATTON: Oh, okay. And then in,

was 2008, Manuel was then

promoted to the position above M. Borskin --

MR.
MR.

SAXBY: Yes.
PATTON: -- Admi n Services

Director here at Parks.

MR.
MR.
deci sion?
MR.
MR.

deci sion?

SAXBY: Yes.
PATTON: And who made t hat

SAXBY: Rut h Col eman.
PATTON: Rut h Col eman made the
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MR. SAXBY: Yes.
MR. PATTON: Did M chael Harri
anything to do with it?

s have

MR. SAXBY: He was her assistant up

there, so I'massum ng --

MR. PATTON: Okay.

MR. SAXBY: -- 1t was -- | don't

know. | just --

MR. PATTON: You don't know how

the - -
MR. SAXBY: | don't know the -

MR. PATTON: You don't know how t he

deci si on was made.

MR. SAXBY: Know not hi ng about
process.

MR. PATTON: All right. You |
know those are the people at the top.

MR. SAXBY: Yeah.

t he

ust

MR. PATTON: And at the time he was

promoted in 2008, M. Lopez, at this point M.

Borskin knows about the litigation --
MR. SAXBY: No.
MR. PATTON: -- at Caltrans?
don't know?

MR. SAXBY: No.

They
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you don't

knew abou

MR.

know whet her

t that

PATTON:

So as far as you know,

anybody here at ParKks

litigation?

MR. SAXBY: | would think no one
knew.

MR. PATTON: Okay.

MR. SAXBY: It was internal still.

MR. PATTON: Okay. And then you
come into Parks two years | ater?

MR. SAXBY: Yes.

MR. PATTON: In 2010. Okay. Thank
you for the historical background.

You are aware that for some period
of time now there have been some funds --

we're going to talk about

accounts.

Par ks and Recreation Fund,

We're goi

two different
ng to tal k about the State

and then we're

going to tal k about the Off Hi ghway Vehicle
Fund. Are you aware that for some period of
time not all monies that are in that -- we're
going to call it the SPRF

MR. SAXBY: Yes.

MR. PATTON: That's what you refer
to it as?

MR. SAXBY: Yes.
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MR. PATTON: State Parks and Rec

Fund? Fund 03927
MR. SAXBY: That's it.

MR. PATTON: You're aware that for

some period of time some monies in some

mllions of dollars in that fund were not

being reported to the Department of Finance?

MR. SAXBY: Yes.

MR. PATTON: Do you know how much?

MR. SAXBY: It varied every year.

MR. PATTON: Do you know -- do you
have any idea how - -

MR. SAXBY: It was, |'m thinking, at

| east twenty maybe thirty ml.

MR. PATTON: Twenty to thirty

mllion. For, do you know, over what kind of
time period? How many years?

MR. SAXBY: A long time.

MR. PATTON: What's that?

MR. SAXBY: | think 2000 is what |
heard.

MR. PATTON: Okay.

MR. SAXBY: | discovered it in
2004 - -

MR. PATTON: You di scovered - -
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MR. SAXBY: -- or in 2010 when
came in.

MR. PATTON: You discovered it when
you came in?

MR. SAXBY: Yeah.

MR. PATTON: How did you discover
it?

MR. SAXBY: | was hired to help
Cheryl tie out the budget and build the
model er for projecting funds, and as a part of
t hat process, she brought me the fund
condition and said, this doesn't match the
Controller's report.

MR. PATTON: So as soon as you got
here and started working with Cheryl --

MR. SAXBY: Yeah.

MR. PATTON: -- she told you about
this discrepancy?

MR. SAXBY: Yes.

MR. PATTON: And the fund condition
you referred to as the fund condition
statement that is the report that goes to the
Depart ment of Finance?

MR. SAXBY: Yes.

MR. PATTON: Which is what is used
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to build the Parks Department budget? Or it's
t he budget report --

MR. SAXBY: Yes.

MR. PATTON: -- to Finance.

MR. SAXBY: Yes.

MR. PATTON: Okay. Do you want to
straighten me out on any of this term nology?

MR. SAXBY: | guess, to me, the fund
condition is the sheet of paper that you give
to Finance that ends up going into the
governor's budget that says how much the funds
are.

MR. PATTON: Okay. And |'ve heard
this referred to as the fund condition
stat ement.

MR. SAXBY: Yes.

MR. PATTON: Okay. And t he ot her
report that |I've heard of is an annual report
t hat goes to the Controller that then --

MR. SAXBY: Yes.

MR. PATTON: Go ahead. Say it.

Just say yes.
MR. SAXBY: Yes.
MR. PATTON: Just wait. And |'ve

heard that report described as the fund
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bal ance as opposed to fund condition.

MR. SAXBY: Yes.

MR. PATTON: That sound correct?

MR. SAXBY: That is correct.

MR. PATTON: And apparently, there's
been a discrepancy between these two reports.

MR. SAXBY: Yes.

MR. PATTON: To the tune of twenty
to thirty mllion doll ars.

MR. SAXBY: Yes.

MR. PATTON: Since at | east 2000.

MR. SAXBY: Yes.

MR. PATTON: Brought to your
attention by they recall Taylor in 2010.

MR. SAXBY: Yes.

MR. PATTON: You started here in
March 20107

MR. SAXBY: Yes.

MR. PATTON: When did she bring this
to your attention?

MR. SAXBY: | think probably end of
April .

MR. PATTON: So what did you do or
what happened from there?

MR. SAXBY: | came down to Manuel
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and said, what are
MR. PATTON
we talk about what

When Cheryl
dol | ars
for at | east
MR.
MR.

MR.

told you this,
in the SPRF fund not

ten ye

SAXBY:

PATTON:

SAXBY:

know how | ong.

MR.
MR.
t hat .
MR.
subsequently
MR.
MR.
MR.
MR.
MR.
MR.
MR.
MR.
MR.

PATTON:

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

we doing?
: Let me back up before
you said and what he said.
twenty million
bei ng reported

ars to Finance - -

uh - -
Go ahead.
Excuse me. She didn't
You - -
She had just discovered
You have
Yeah.
-- learned or heard --
Yes.
-- that it dates --
Yes
-- back to --
Yeah.
-- 2000.
Yes, and Manuel told
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MR. PATTON: Okay.

MR. SAXBY: -- when | brought it to
him, but Cheryl did in the know - -

MR. PATTON: Got it.

MR. SAXBY: -- its history.

MR. PATTON: Got it.

MR. SAXBY: She just knew
somet hing's wrong here.

MR. PATTON: You subsequently
| earned some more.

MR. SAXBY: Yes.

MR. PATTON: When you first heard
about this in April of 2010, what did you
think? |Is that a big thing? Was it --

MR. SAXBY: lt's not a big thing.

MR. PATTON: Okay. Why not ?

MR. SAXBY: It's a fund condition
statement.

MR. PATTON: Yeah.

MR. SAXBY: Caltrans's fund
condition is a statement that |'ve done for
five years, is all over the place. No one
really knows what that number is because of
Fi nance changing direction, going from

modi fi ed accrual to cash to all Kkinds of
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t hi ngs. And in the end, |ike at Caltrans, the
| dea was make it positive. That was the

direction from Fi nance.

MR. PATTON: I n what sense?
MR. SAXBY: | said what the
numbers -- as a budget manager for Capital, |

deci ded what the numbers would be from an

estimate of what | could figure out if | was
doi ng cash versus accrual. The accounting
system does accrual, so if you don't use that
number - -

MR. PATTON: The fund condition
statement that goes to Finance is based on an
accrual system of accounting.

MR. SAXBY: Accounting, yes.

MR. PATTON: Now, my understanding
i's that the report -- the fund bal ance
statement that goes to Controllers is based on
a cash basis.

MR. SAXBY: Yes.

MR. PATTON: Represents monies in
t he bank and accounts payable and receivabl e,
essentially.

MR. SAXBY: It's a checkbook.

MR. PATTON: It's like my checkbook.
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MR. SAXBY:
MR. PATTON:
MR. SAXBY:
MR. PATTON:
MR. SAXBY:
MR. PATTON:
MR. SAXBY:
MR. PATTON:
has the fund conditi
going to Controller,
over the years?
MR. SAXBY:
MR. PATTON:
bal anced.
MR. SAXBY:
number .
MR. PATTON:
MR. SAXBY:
MR. PATTON:

reporting in that?

It's a checkbook.

Fairly simple.
Yep. The number.

And it is the number.
Yeah.
lt's a reliable number.
lt's required, | mean.
And to your knowl edge,
on statement that's been

has that been accurate

As far as | know it has.

Checkbook | edger's been

" m thinking that's the

You don't know of no --

| don't know.

-- no incorrect

MR. SAXBY: No. | would think
Accounting -- Accounting is pretty simple in
that they run their reports which -- and so

you're going to get

the BO6 which is the

year-end report. When you close the books --
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MR. PATTON: Okay.

MR. SAXBY: -- that's the doll ar
amount .

MR. PATTON: Because the
Controller's got the ability to see what's in

t he account aside from what the depart ment

puts in his fund condition statement.
MR. SAXBY: Yes.
MR. PATTON: Be hard to lie t
Controller's office, right?
MR. SAXBY: Yeah.
MR. PATTON: Yeah.

o the

MR. SAXBY: They would ask you what

are you doi ng.

MR. PATTON: Yeah. Why is your

number different than what --
MR. SAXBY: Than our number.
MR. PATTON: Okay. So we got

t wo

tracks basically. The Controller is keeping a

| edger as well, so is the department.

MR. SAXBY: Yes.

MR. PATTON: Okay. So they can see

It any time whether or not the number
reported or divergent.

MR. SAXBY: And | woul d say

I's being
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Accounting is more of a direct interf
the Controller.

MR. PATTON: Yeah.

MR. SAXBY: They're talking
time. They're fixing all the little
MR. PATTON: Okay.

MR. SAXBY: -- on each side
| edger every month doing reconciliati
it's more accounting in each of the
departments is just -- is directly fr

Controller.

ace to

all the

t hi ngs -

of the

on. So

omthe

MR. PATTON: Now, when Ms. Tayl or

came to you in April, she informed yo
there was some twenty mllion or more
unreported to Finance as part of the
condition statement.

MR. SAXBY: Correct.

MR. PATTON: And | asked you
you t hought about that, if that was a
t hing, and you indicated not really,
sort of gave me an answer that sugges

MR. SAXBY: Yes.

MR. PATTON: Let me finish.

u that

fund

what

bi g

and you

ted --

You

sort of gave me an answer that suggested that,

dependi ng on what numbers you el ected

to pick
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in, the number in the fund condition statement

could be pretty much anything. That was sort
of the impression | got. I may have mi sst ated
it, and you'll get a second -- you'll get al

ki nds of opportunity to correct me.
| guess where | get confused is

that, from what you've said about Cheryl

Taylor's report and what |'ve heard from ot her
sources, it was very well understood that
twenty mllion dollars or more was not being

reported. Does that sound right, that twenty
mllion dollars was clearly not being
reported?

MR. SAXBY: Yes.

MR. PATTON: Okay. So why is that
not a big thing?

MR. SAXBY: Well, when she first
told me, | don't know, |ike, how she got to
t hat number, is that a historically accurate
number . She's going through some process.
And | had a certain |level of concern about all

of the numbers com ng out of the budget shop.

They couldn't tell me how much we'd spent, how

much we were going to spend. There was a | ot

of -- that's why Manuel called me to come in
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and hel p,
of the bu

okay - -

number s.

And so my first
talk to Manuel

because he couldn't get numbers out

dget shop.
MR. PATTON:
MR. SAXBY:

So ny

Coul d

Rel i ab

t hought was

first thing was,

n't get reliable

|l e numbers, yes.

, well, I"lIl go

and see what's this about.

MR. PATTON: Okay. So tell me about
t hat .

MR. SAXBY: So | came and talked to
Manuel , and | said, this says there's twenty
mllion in the SPRF cash balance and we're
only showi ng ten.

MR. PATTON: Twenty and ten?

MR. SAXBY: | think it was thirty,

and then

somet hi ng
have a po

BCP pool .

don't hav

we were showi ng ten.

MR. PATTON: Okay. Thirty and ten.
MR. SAXBY: And we had to have
in there because you -- if you don't

sitive, you don't

MR. PATTON:
€.

MR. SAXBY:

Can''t

Ri ght .

get BCPs. It's the

spend money you
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MR. PATTON: So this says you went
to Manuel shortly after Cheryl had come to you
with this?

MR. SAXBY: Yes, yeah.

MR. PATTON: Okay.

MR. SAXBY: And | asked him about
it, and he said --

MR. PATTON: This is about April of

20107

MR. SAXBY: Yeah.

MR. PATTON: Okay.

MR. SAXBY: He said, it's been that
way since | was here; it was that way
before -- he said, | think it happened back in
2000 before | even got here; some mi stake was
made, and no one has ever corrected it. And |

sai d, okay.

MR. PATTON: Did you ask why?

MR. SAXBY: | didn't ask why at
first. | said, so what do we do now. | said,
do I bury that with a change in the prior --
because it's a formula; it's a very simple
formul a. It's plus m nus equals. So -- but
it's a three-year report. Fund condition is a

three year, so it's |last year, budget year,
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next year.

MR. PATTON: Last year, current

year - -

MR. SAXBY: Yeah.

MR. PATTON: -- current budget
year - -

MR. SAXBY: Current budget year.

MR. PATTON: -- next year, upcom ng
year.

MR. SAXBY: Yeah. And so there are
adjustment |ines that you put in there based

on accounting reports and information that you
have.

MR. PATTON: So what |'ve heard of
as prior year adjustments?

MR. SAXBY: Yes.

MR. PATTON: Okay. So you asked him

what are we - -

MR. SAXBY: | said --

MR. PATTON: -- going to do about
it?

MR. SAXBY: | said, how have you
buried it before, is what | said. And he
said, we just changed the prior year. And |
said, well, shouldn't we, |ike, have a
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strategy to move towards the real number and,
| i ke, adjust a little bit this year and next
year so that we're -- in the third year we're
okay? And he said, no. And | said, why not?
He said, management is afraid if we show that
there's more money that the | egislature wil
take that and reduce our general fund.

MR. PATTON: Management, who - -

MR. SAXBY: Yeah, upper management .

MR. PATTON: Who would that -- who's
upper management ?

MR. SAXBY: That woul d have been the
people on the fourteenth floor. Okay. So
t hat would be Ruth, M chael, the team |[|I'm
assumi ng.

MR. PATTON: The team.

MR. SAXBY: Yeah. " m assumi ng
It's --

MR. PATTON: There's a big --

MR. SAXBY: --the management team
yeah.

MR. PATTON: What is -- what else to
t hat ?

MR. SAXBY: There's Ruth, M chael,
Bill --
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MR.
down.
MR.
MR.
Director. Mi
MR.
MR.
MR.
director.
MR.
MR.
MR.
MR.
MR.
M chael .
MR.
MR.
Deputy Direct
Deputy Direct
MR.
Perez and - -
MR.
Director.
MR.
MR.

PATTON:

SAXBY:
PATTON:
chael
SAXBY:
PATTON:
SAXBY:

PATTON:
SAXBY:
PATTON:
SAXBY:
PATTON:

SAXBY:
PATTON:

or | evel.

or.

SAXBY:

PATTON:

SAXBY:
PATTON:

Okay. Wai t . Sl ow
-- Herms.
So Ruth is the
I's the Assistant Director.
Assi st ant . Bill Herms.
Who's he?
He was the | edge

He's a Deputy Director?

Yeah, Deputy.
Li ke --
These are all deputies.
But after Ruth and
Yeah.

We're going to get to a
And Manuel Lopez is a

He's a deputy. And Tony

Tony Perez is a Deputy

Par k Ops.
Okay.
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MR. SAXBY: Sedri ck.

MR. PATTON: Sedrick who?

MR. SAXBY: M tchell.

MR. PATTON: Is a Deputy Director?

MR. SAXBY: Yeah.

MR. PATTON: of ?

MR. SAXBY: Human Ri ghts and OGALS.

MR. PATTON: Of fice of Grants and
Local --

MR. SAXBY: Yeah.

MR. PATTON: -- Local --

MR. SAXBY: Yeah.

MR. PATTON: -- Services?

MR. SAXBY: Yeah. Sedrick is over
all of that.

MR. PATTON: Okay.

MR. SAXBY: And then who is --

MR. PATTON: Okay.

MR. SAXBY: -- the Deputy of
Pl anni ng. So that's the exec team.

MR. PATTON: Okay. Okay. So Manuel
told you -- you asked -- let me go back and
repeat a couple things. You indicated you

asked him how have you been burying this.

That's what you -- the word you used.
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MR. SAXBY: Correct.

MR. PATTON: And how had it been
buried?

MR. SAXBY: Changing the prior year
adj ust ment .

MR. PATTON: Okay. So actually
underreporting, downgrading what the prior
year adjustment should have been fromthirty
to ten mllion, or whatever. I[t's a twenty
mllion dollar --

MR. SAXBY: Yeah.

MR. PATTON: -- difference.

MR. SAXBY: Correct.

MR. PATTON: Okay. And so you
suggest can't we start to, like, incrementally
over, say, three years rectify this in
il ncrements --

MR. SAXBY: Yes.

MR. PATTON: -- and get to the right
number .

MR. SAXBY: Yes.

MR. PATTON: And he says, no, not
going to do that.

MR. SAXBY: Ri ght .

MR. PATTON: He's had -- he
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i ndicated to you -- tell me what he said

again.
MR.
MR.
because?
MR.
we have the
MR.
MR.

SAXBY: We can't do that.
PATTON: We can't do that

SAXBY: | f the | egislature knows
money - -

PATTON: Yeah.

SAXBY: -- they'|I|l take that

money, cut our general fund that amount.

MR.

PATTON: Now, who did Manuel

Il ndicate to you that he had spoken to about

this? You i
MR.
MR.
MR.
MR.
MR.
MR.

i dentified |

MR.

MR.
specifically
this?

MR.

ndi cated - -

SAXBY: Mi chael .

PATTON: Mi chael .

SAXBY: Mi chael .

PATTON: Mi chael Harris.

SAXBY: Yes.

PATTON: So he specifically

ve talked to M chael Harris?
SAXBY: Yes.

PATTON: Manuel ever tell you he

talked to Ruth Col eman about

SAXBY: He has told me --

Page 73

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. PATTON: He has told you that?
MR. SAXBY: He has told me that,

yes.

MR. PATTON: When did he tell you
t hat ?

MR. SAXBY: Last mont h.

MR. PATTON: Okay. While you were
wor ki ng together, because Manuel left, |

think, in May of this year.

MR. SAXBY: Yes.

MR. PATTON: And you're | eaving
tomorrow?

MR. SAXBY: Yes.

MR. PATTON: But the |ast you worked
here was in May?

MR. SAXBY: Yes.

MR. PATTON: So from March of 2010,
April of 2010 when you | earned of this and
then shortly thereafter you discussed it in
2010, April or May, with Manuel, you just

described to me you asked him about it, and at

the time he said basically, |I'"m aware of it,

it was |ike that when | got here, it was |like

that for many years before | got here. And he

says -- and you asked, are we going to fix it,
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what's the plan to fix it. And he says, we're
not going to fix it. And he tells you, back
in 2010, I've talked with management. s
everything |I'm saying right so far?

MR. SAXBY: He didn't say to me he
had -- he has talked to management. He sai d,
| -- this is why --

MR. PATTON: Why we're not going to
fix it.

MR. SAXBY: -- we're not going -- we
haven't fixed it since 2000 and we're not
fixing it now.

MR. PATTON: So in 2010, he doesn't
say anything to you about who he m ght have

di scussed it with?

MR. SAXBY: That -- no. It's |ike
it's an ongoi ng management -- upper management
phil osophy.

MR. PATTON: So he does indicate
t hat upper management - -

MR. SAXBY: Yeah.

MR. PATTON: -- has been part --

MR. SAXBY: Know - -

MR. PATTON: -- is aware?

MR. SAXBY: Yes, yeah. M chael ' s
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known. Mi chael had his job.

MR. PATTON: Wait, wait, wait. I n
2010, did Manuel indicate to you that M chael
Harris was aware of it?

MR. SAXBY: Yes.

MR. PATTON: In 2010, when you had
this discussion, when you discovered it,

di scussed it with Manuel Lopez, did he
I ndi cate that anybody el se specifically, a
part of upper management, was aware?

MR. SAXBY: No.

MR. PATTON: He only i1 ndicated
Mi chael Harris was awar e.

MR. SAXBY: At that time, yes.

MR. PATTON: And it's been |ike this
for a long time.

MR. SAXBY: Ri ght .

MR. PATTON: We're not going to fix
it.

MR. SAXBY: Ri ght .

MR. PATTON: If the | egislature
knows that we've got this, then they'l |l cut
our general fund even more.

MR. SAXBY: Yes.

MR. PATTON: Okay. Then when was
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the next time that Manuel Lopez indicated to
you anybody el se who specifically knew in
upper management? You indicated a month ago
he told you that --

MR. SAXBY: A mont h ago. When the
article came out in the paper.

MR. PATTON: Uh- huh.

MR. SAXBY: And Ruth said she didn't

Know.

MR. PATTON: Uh- huh.

MR. SAXBY: | was on vacati on. He
call ed me, and he said, that's a lie, she
knew.

MR. PATTON: Okay.

MR. SAXBY: Management team knew.

MR. PATTON: Okay.

MR. SAXBY: He said, we had a --

MR. PATTON: Now, did he indicate
anybody el se specifically? He says, Ruth
Col eman knew.

MR. SAXBY: Yeah.

MR. PATTON: And then he says,
management team - -

MR. SAXBY: Team.

MR. PATTON: -- knew.
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MR. SAXBY: Yeah. So Tony Perez.

MR. PATTON: Did he indicate Tony
specifically?

MR. SAXBY: Yes.

MR. PATTON: He did use Tony's name?

MR. SAXBY: He used Tony's name, and
this is what we he said. He said they had a
meeting --

MR. PATTON: “"They" who?

MR. SAXBY: Management team.

MR. PATTON: Okay.

MR. SAXBY: They met every week.

MR. PATTON: Okay.

MR. SAXBY: He said there was a
meeting when Finance came to us and said we
were going to | ose twenty-two mllion, and the
governor wanted the parks cl osed. Tony said,
why don't we give them the money.

MR. PATTON: When woul d that meeting
have been?

MR. SAXBY: | assumed that it was in
the spring -- well, maybe the fall of 2010.

MR. PATTON: That's when you first
announced that you were facing park cl osures?

MR. SAXBY: Yeah. Well -- yes.
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MR. PATTON: So management - -

MR. SAXBY: Well, no. Sorry.

MR. PATTON: No, you go ahead.

MR. SAXBY: Second -- you know, the
first time was Arnold said it.

MR. PATTON: Okay.

MR. SAXBY: And then pulled back and

didn't do it. This is under -- when Brown's
now governor. Brown's not governor yet.

MR. PATTON: Well, he's governor
yet .

MR. SAXBY: In "10, he wasn't

governor in '10.

MR. PATTON: He wasn't at the ti me.
That's correct. He took office in --

MR. SAXBY: Yeah, he wasn't in '10,
so let me think. So it must have been '"11,
had to be '11.

MR. PATTON: Well, that's when
Governor Brown took office was January - -

MR. SAXBY: Ri ght .

MR. PATTON: -- of 2011.

MR. SAXBY: We were told in December
of 2010, so --

MR. PATTON: That park closures --
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MR. SAXBY: That Parks was on the
table and that the governor was going to make
that a part of his budget.

MR. PATTON: Okay.

MR. SAXBY: And we had a certain
amount of time to develop the |ist. So it was
December that the transition team told us in
Fi nance.

MR. PATTON: So - -

MR. SAXBY: So it was, yeah.

MR. PATTON: -- Manuel Lopez is
I ndicating that there's been a management team
meeting sometime after this news from Finance
t hat parks are on the chopping block, that
there's been a management team meeting and
this undisclosed twenty mllion dollars is
di scussed.

MR. SAXBY: Yes.

MR. PATTON: And he identifies that
Tony Perez is there, M chael Harris --

MR. SAXBY: And Rut h.

MR. PATTON: -- and Rut h.

MR. SAXBY: Yeah.

MR. PATTON: Anybody el se?

MR. SAXBY: He didn't tell me
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anybody

t hey sai
t hat - -
and -- o
brought
par ks, |

M chael

have you

May ?

seven.

t oget her

el se. He just said they were there.
MR. PATTON: Those three?
MR. SAXBY: Yeah.
MR. PATTON: Okay.
MR. SAXBY: And that they were --
d, no, we're not going to do that.

MR. PATTON: All three concurred

MR. SAXBY: Manuel -- 1t was Tony
r was -- not Tony, because Tony
up the gquestion, let's not close

et's use that money, and Ruth and
he said, said no.
MR. PATTON: Okay. How many ti mes

tal ked with Manuel since he's |eft |

MR. SAXBY: Six times maybe, six or

MR. PATTON: You guyed had worked
for a few years at Caltrans.

MR. SAXBY: Five.

MR. PATTON: Five?

MR. SAXBY: Yeah.

MR. PATTON: And you supervised him?
MR. SAXBY: Yeah.
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MR. PATTON: And |I've read where you
had a Mentor/student-type relationshinp. | get
the impression you hel ped teach him somet hing
about budgets.

MR. SAXBY: Management .

MR. PATTON: Management ?

MR. SAXBY: Yeah. Budgets he knew.

MR. PATTON: Okay. So you've talked
to him about six times. So what el se have you
tal ked about?

MR. SAXBY: How he's doing, what's
he doing, that particular issue.

MR. PATTON: Of whet her or not Ruth
and M chael --

MR. SAXBY: Yeah.

MR. PATTON: -- and who else knew?

MR. SAXBY: Yeah, because he said,
| -- and | said, | don't -- he said, |I'm going
to go to the Bee.

MR. PATTON: Okay.

MR. SAXBY: And | said, | don't know
that that's such a good idea, but clearly he
didn't listen.

MR. PATTON: So you tal ked about how

he's doing personally.
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MR.
MR.
MR.
MR.
MR.

SAXBY: Yeah.

PATTON: You tal ked about --
SAXBY: Mostly personal, just --
PATTON: Okay.

SAXBY: And he's wanting to know

how | ' m doi ng.

MR.
the issue of
and who el se
the Bee, you

i ssue of the

PATTON: Okay. So other than
whet her and when M chael and Ruth
knew about this as reported in
haven't discussed this particular

financial discrepancies since him

since he's left?

MR.
MR.
MR.
told me that
MR.

SAXBY: No - -

PATTON: Okay.

SAXBY: -- other than that he
they had that meeting | ast mont h.

PATTON: Okay. You say you

taught him about management. l've read in

numerous places that he's very difficult to

work for, that he's a screamer.

MR.
MR.
to do that?
MR.
MR.

SAXBY: Yes.
PATTON: Did you teach him how

SAXBY: No.
PATTON: So what were you trying

Page 83

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

to teach him?
MR. SAXBY: How not to be a
screamer. | would say he worked for me as a

manager maybe a year, so he was a new manager,

and so | didn't -- and then | retired, so |
didn't really have -- complete the training.
| mean, it takes more than a year to transmt

knowl edge.

When | came here, the staff wanted
me to intercede for themto help make him a
better manager and -- but | was just a retired
annui tant working in the budget shop.
wasn't on the management team | didn't go to
meeti ngs. | was just -- what | was trying to
do was get a projection modeler so we'd know
how much money there was when we closed the
books. And so | didn't get involved until
July of 2010 when his Adm nistrative
Assi stant -- or his assistant retired, and he

wanted me to come in as an RA and do that job.

And | had three months' worth of hours left.
And | said, you want me to do this full time,
| said, I'lIl be gone at the end of November or

begi nning of October. And he said, yes, |

want you to do it full time.
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So then | got invol ved. So then his
meetings were two hours | ong. He |l ectured all
the time. He was friggin' boring. We didn't
get anything accomplished, and so | just
started saying, this isn't what we did,
remember what we did. And at a certain point,
he said to me, just run it the way you want to
run it. And so then | just kept pushing back

on him let's have an agenda, l|let's get

squared away, let's spend our time building a
team, not yelling at them with all this stuff
t hat you're tal king about.

MR. PATTON: Did -- were you
successful in persuading himto --

MR. SAXBY: He was getting better.

MR. PATTON: Yeah.

MR. SAXBY: He did scream once, and
then I -- right after | came in here, | said,
you can't do that, you got to stop, you're
ruining the team

MR. PATTON: You i ndicated you first
heard about the fund discrepancy in the SPRF
fund from Cheryl Taylor in April of 2010.

MR. SAXBY: Correct.

MR. PATTON: And then did -- at some

Page 85

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

point in time, did Elsie Brenneman -- after
she started here, did she also bring this to
your attention?

MR. SAXBY: Yes.

MR. PATTON: When was that? She --
| think she started here the beginning of
2011.

MR. SAXBY: Yeah. | think she
brought it up -- | don't really know exactly
the time, but --

MR. PATTON: Not too | ong after
she - -

MR. SAXBY: Not too | ong after she
started. I mean, you look at -- start |ooking
at things and - -

MR. PATTON: She sees it. She
becomes awar e.

MR. SAXBY: She sees it, and I'm
pushing her because |I'm clear that the
allocation product that Cheryl put out is not
correct. | don't know how it's not correct,
but | push her and her new team to get to the
bottom of the allocations and get to the
bottom of the numbers and the projections so

t hat we can trust the numbers.
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MR. PATTON: When you | earned about
this, first from Cheryl Taylor and then you
heard it from Elsie also, and you had a
di scussion with Manuel Lopez and you're being
told, yes, we know there's a twenty mllion
doll ar plus error inaccuracy underreported in
the finance report -- you're nodding your head
yes.

MR. SAXBY: Yes.

MR. PATTON: When -- what did you
t hink when you were told by Manuel, upper
management knows, we're not doing anything
about 1t? Did he tell you just to forget
about it, leave it alone, don't worry
yoursel f?

MR. SAXBY: Yes.

MR. PATTON: Were you okay with

t hat ?

MR. SAXBY: Yeah. At that time, |
was a retired annuitant. |l was -- it wasn't a
bi ggi e. It was -- | was trying to figure out

the culture of Parks.

MR. PATTON: Didn't -- this wasn't
just -- and | asked you this early on. Wa's
this a big deal, and you're sort of I|ike, no,
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not really.

MR. SAXBY: Not in the fund
condition.

MR. PATTON: Because?

MR. SAXBY: You can't use it. I
mean, it's |ike cash, but it's not -- you
can't do anything without it -- without an
appropriation.

MR. PATTON: So it didn't -- so it's
simply a failure to disclose monies to finance
it because you're not disclosing, | mean,
you're never going to get an appropriation for
it.

MR. SAXBY: Correct.

MR. PATTON: So you're not really

spendi ng any money you're not authorized to

spend.

MR. SAXBY: Nope.

MR. PATTON: So I'm al most heari ng
| i ke, no harm, no foul; it's just a |lie.

MR. SAXBY: As well as what -- what
he also said was, it's kind of a safety net in

case we need money for emergency or --
MR. PATTON: But at some point in

order to use the safety net, you'll have to
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t hen disclose --

MR. SAXBY: We have to disclose,

yes.

MR. PATTON: Then they're at r

associ ated with that?

MR. SAXBY: | would assume,

i sk

but Iin a

crisis then the risk probably goes away and

people are thankful that there's some money

there, like a big fire or we had to do

somet hi ng.

MR. PATTON: Then it will be a
heroic thing that you've -- go ahead. Fi ni sh
that sentence for me

MR. SAXBY: It could be a heroic

thing that you found extra money.

MR. PATTON: So |I've been thinking

in my mnd for a while that | want
this the suicide slush fund, that

some extra money hidden away that,

to call
yes, there's
in a time

of crisis, you could theoretically then come

forward with, but the problemis you've been

hi ding it and not being forthright

wi th

Fi nance and the governor so that when you do

come forward you're going to have to fall on

your sword in the process.
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MR. SAXBY: Someone.
MR. PATTON: Say it again.

MR. SAXBY: Someone will fall on the
swor d.

MR. PATTON: Someone. So there's
going to be one sacrificial lamb to | et out

t he news, and then you've got some money.

MR. SAXBY: Yeah.

MR. PATTON: Okay.

MR. SAXBY: | don't know that anyone
t hought that through.

MR. PATTON: l'"m just wondering --

MR. SAXBY: Yes.

MR. PATTON: -- if | should
recharacterize it as the knight in shining
white armor slush fund. What do you think?

MR. SAXBY: And | say this -- |
have -- we have to go beyond that -- this |ine
we're on right now.

MR. PATTON: Okay.

MR. SAXBY: Okay. So Manuel's gone.

MR. PATTON: Yeah.

MR. SAXBY: So they bring in Kirk
Sturm

MR. PATTON: Yeah.
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MR. SAXBY: And he's my -- so he

comes in and he says, okay, | know nothing
about budgeting, you have to explain all this
to me. So | explain all this to him

MR. PATTON: When you say | "explain
all this to him" you're talking about
i ncluding the twenty mllion dollar --

MR. SAXBY: Everything.

MR. PATTON: -- secretive fund?
Yeah?

MR. SAXBY: Yes.

MR. PATTON: Yes.

MR. SAXBY: | " m the Assistant
Deputy. You tell him everything.

MR. PATTON: So you tell him, by the
way, Kirk --

MR. SAXBY: Yeah.

MR. PATTON: -- we got twenty
mllion dollar more than --

MR. SAXBY: Yeah - -

MR. PATTON: -- Finance and the
governor --

MR. SAXBY: -- in SPRF.

MR. PATTON: -- and the | egislature
know about ?
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MR. SAXBY: Yes. So -- and Elsie
brings that to him

MR. PATTON: Yeah.

MR. SAXBY: And so | -- we went up
and had a meeting with M chael.

MR. PATTON: Yeah.

MR. SAXBY: And M chael said those
t hi ngs.

MR. PATTON: Sai d what ?

MR. SAXBY: Same things that Manuel
had told me before --

MR. PATTON: Yeah.

MR. SAXBY: -- this has been here a
|l ong time, we're just going to keep it buried.
And at the time we were -- we had a continuous
appropriation request in for SPRF money, and
he felt that if we got that and we managed
t hat well that eventually we could use --
start to bring that money into hel ping
Par ks - -

MR. PATTON: "He" M chael Harris
t hought this?

MR. SAXBY: -- Park Operations.
Yeah.

MR. PATTON: Start bringing it in
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wi t hout people noticing?

MR. SAXBY: Yeah.

MR. PATTON: How woul d you do that?

MR. SAXBY: Through continuous
appropriation.

MR. PATTON: Through continuous
appropriation, you m ght be able to start
drawi ng this -- drawing on this undisclosed
fund?

MR. SAXBY: Yeah. Wel |, because
it's SPRF cash.

MR. PATTON: Ri ght .

MR. SAXBY: And so what you could do
Is start to use some of that money for your
seed money for projects to build more SPRF,
and you don't have to go to the | egislature
every year on that amount. So it would have
been a two-year -- it would have taken two
years to get down there at some -- to get into
that, and | was not really clear about the
t hought of it all, but that's what he said.

MR. PATTON: Does it sound like to
you like it m ght have worked? It sounds --

MR. SAXBY: Yeah. Once you have

conti nuous appropriation, then that's getting
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you to the checkbook.

MR. PATTON: Yeah. It gets you --

MR. SAXBY: Appropriation.

MR. PATTON: Ri ght . You got an
appropriation.

MR. SAXBY: Yeah.

MR. PATTON: Which, if it's
conti nuous, you don't -- do you have a |limt?

MR. SAXBY: Depends on how t he
| anguage is written.

MR. PATTON: Okay. So it's possible
t hat you could have a continuous appropriation
that is not |limted?

MR. SAXBY: Yeah.

MR. PATTON: It's limted to what
cash is there.

MR. SAXBY: Yes. And is generat ed.

MR. PATTON: Somehow what you
suggested to me now is that there could be
some sort of a process where these monies that
haven't been disclosed to end up starting to
be utilized without Finance or |egislature
becom ng awar e.

MR. SAXBY: Yes.

MR. PATTON: And | guess |I'm at a
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| oss to figure out how that would work. ls it
because it's a long-term continuous
appropriation and you're able to what,
obfuscate where the monies were drawn from
and -- | mean, how do you end up spending,
over a period of time, twenty mllion more
t han was reported to Finance as existing in
this fund and it doesn't end up being
detected?

MR. SAXBY: That | don't know. That
was just the thought.

MR. PATTON: It was a thought.

MR. SAXBY: That was the thought.

MR. PATTON: So you didn't --

MR. SAXBY: It was the philosophy.
| didn't have a plan for it.

MR. PATTON: Okay. So you didn't --

MR. SAXBY: No.

MR. PATTON: You didn't sit down at
a planning session --

MR. SAXBY: No.

MR. PATTON: -- to figure out how

t hat was going to work?

MR. SAXBY: No. | just -- okay.
MR. PATTON: ls it -- well, you've
Page 95

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

been around a while i
something that's poss
of how that mi ght wor
MR. SAXBY:

dependi ng on how much

n this. s that

i ble? Can you conceive
k?

| think if you did --

revenue you gener ated

and you generated a | ot of revenue that pieces
of the twenty could go each year.

MR. PATTON: Basically don't -- so
basically through maybe an i naccurate
reporting of revenue.

MR. SAXBY: Yeah.

MR. PATTON: That's what you're --
that's what you're indicating.

MR. SAXBY: Well -- or a collection
of -- if -- the idea was, there's no cap on
how much SPRF we can make.

MR. PATTON: | get that.

MR. SAXBY: So - -

MR. PATTON: Let me ask you if

this --

MR. SAXBY: Yeah, okay.

MR. PATTON: -- if this little --

MR. SAXBY: Yeah, all right.

MR. PATTON: -- I"mgoing to use the
word "scheme" works.
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MR. SAXBY: Okay.

MR. PATTON: |'ve got our revenue-
generating fund, park fees go into this,
concession or license fees go into this. | f
I, in fact, have, say, twenty-five mllion
dollars in revenues from these fees, but then
| just kind of cook the books a little bit and
say | had twenty-eight, |I've managed to give
myself three mllion more spending based on
fee generation, | can spend three mllion
mor e. You're noddi ng your head yes.

MR. SAXBY: That would be one way.

MR. PATTON: That would be a way to
do it?

MR. SAXBY: Yeah. Or you have a
speci al event down on the beach that
somebody -- that we work with them on, and it
generates this amount of cash.

MR. PATTON: Basically, | -- nmy
brain, my suspicious brain is saying, cook the
books a little, overreport revenue, now we can
start drawing this little savings that we've
been given.

MR. SAXBY: That woul d be a way.

MR. PATTON: Now, was this discussed
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as being --

MR. SAXBY: No.

MR. PATTON: -- a possible plan?

MR. SAXBY: No. The strategy wasn't
di scussed.

MR. PATTON: What was di scussed?
You said by M. Harris.

MR. SAXBY: Just that with
continuous appropriation we may have the
ability at some point to start to use that
money.

MR. PATTON: So that suggested in
your head some sort of slight of hand maybe
down the road.

MR. SAXBY: Yeah.

MR. PATTON: Yeah.

MR. SAXBY: In the fund condition.

MR. PATTON: Just weren't sure
exactly what we're talking about.

MR. SAXBY: No.

MR. PATTON: But it clearly
I ndi cated slight after hand?

MR. SAXBY: Yeah.

MR. PATTON: Yeah. s this

I naccurate reporting in a fund condition
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st at ement

to Finance in your experien

ce -- of

course, you've only experienced Caltrans and

Par ks, bu

out there

t you probably know some other people

in the state finance budget

s this discrepant reporting unique t

or is this something that we m ght fi

were to go and put every department's

under a m croscope?

MR. SAXBY: | think the fund
condition is a budget document. | co
say if that's across the board. |  wo
t hink --

MR. PATTON: Well, all fund

condition statements are a budget doc

MR. SAXBY: Yeah.

MR. PATTON: -- across the b

MR. SAXBY: Yeah, but --

MR. PATTON: My question is,
t here any sort of |ike --

MR. SAXBY: | would think th

smal | er departments, no.

that they're

al most - -

MR.
MR.

I f

PATTON: No ?
SAXBY: | would tend to
-- if their general fund

they're totally general

wor | d.
o Parks
nd i f we

budget

ul dn't

ul d

ument - -

oard.

i S

e

t hi nk

-- like
fund,
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t hey got not hing. There's no way.

MR. PATTON: No room to maneuver.

MR. SAXBY: Yeah, they're -- because
the Controller's report -- and really, we --
Cheryl said, how come Finance isn't telling us

to put that money in when the Controller's
report says the dollar amount? And | said, |
don't know, | guess they don't | ook.

MR. PATTON: My question m ght
not - -

MR. SAXBY: Yeah -- sorry.

MR. PATTON: My question m ght not
have been that fair for you, but you're a
person with a | ot of experience, a |ot of
years working for the State in budget
operations. s this the first time you've
ever seen anything like this?

MR. SAXBY: No.

MR. PATTON: You' ve seen it
el sewhere?

MR. SAXBY: |"ve seen it a |ot, |
mean, over time.

MR. PATTON: | naccuracies in fund
condition statements?

MR. SAXBY: Yes.
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MR. PATTON: Caltrans? Seen it
there?

MR. SAXBY: Yes.

MR. PATTON: Regul arly?

MR. SAXBY: When they wanted some
money out of Caltrans, it was more they told
us what to put in there, and my Accounting
Deputy al most had a heart attack.

MR. PATTON: When you -- so when you
| earned about this and you brought it to
Manny's attention -- Manuel Lopez's attention
and you were made aware that M chael Harris
was aware, everything we've talked about, did
you ever think this is dishonest and | don't
think it should just die at this |level,
perhaps | ought to take this information
el sewhere? That thought ever cross your m nd?

MR. SAXBY: No.

MR. PATTON: Why not ?

MR. SAXBY: It was a part of the
culture, 1 think, then | just accepted that it
was a part of the culture

MR. PATTON: And from what you've
said, it's not that --

MR. SAXBY: lt's not -- excuse me.
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MR. PATTON: From what you've said,
it's not that unusual; it's not unique to
Parks that there be some sort of a culture of
mani pul ati ng numbers.

MR. SAXBY: In the fund condition,
different.

MR. PATTON: So police reports
hadn't been made about it in other contexts;
why is this one special and deserving of a
hi gher alert response? Is that a fair
statement ?

MR. SAXBY: Yeah.

MR. PATTON: Didn't surprise you
t hat much?

MR. SAXBY: No. It surprised me no
plan for it since 2000.

MR. PATTON: You i ndicated one
possi bl e plan that was noted was under a
continuing appropriation scenario we m ght be
able to then start to assim | ate some of these
moni es.

MR. SAXBY: Yes.

MR. PATTON: Wth a little creative
accounting, reporting.

MR. SAXBY: Yes.
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MR.

PATTON:

They didn't have any

continuing appropriation authority though at

the time --
MR.
MR.
MR.
MR.
t hat ?
MR.
MR.
for when?
MR.
budget .
MR.
MR.
They're stil
MR.
budget? The
MR.
MR.
MR.
MR.

SAXBY:
PATTON:
SAXBY:
PATTON:

SAXBY:
PATTON:

SAXBY:

PATTON:
SAXBY:

No.
-- here at Parks?
No.

They were working on

Yes.

That was on the horizon

It was Iin this | ast

Did they get it?
They got somet hi ng.

argui ng over the | anguage of it.

PATTON:
current
SAXBY:
PATTON:
SAXBY:
PATTON:

For which fiscal year's
one that we're in?
Yes, yeah.

We're in 2012-'"13.
'12-'"13, yes.

So they do have some

conti nuous appropriation authority now?

MR.
MR.

SAXBY:
PATTON:

| think so.

You say they're still
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fighting over some | anguage?

MR. SAXBY: The | anguage, yeah.

It's Budget Bill | anguage, and so they're --
| " m assumi ng that the budget shop is working
on it. - -

MR. PATTON: Because it -- because
we don't have a budget yet, do we?

MR. SAXBY: No. lt's not signed.

MR. PATTON: They're still, oh,
yeah, yeah, yeah.

MR. SAXBY: It's not signed. But my
plan to do -- | would have just done a prior
year adjustment and kept moving it in.

MR. PATTON: Not try to -- not try
to sneak spend money - -

MR. SAXBY: No.

MR. PATTON: -- just correct the --

MR. SAXBY: Just correct it, correct
it.

MR. PATTON: Why do you not |ike the
| dea of sneaking some additional money in?

MR. SAXBY: Well, | don't |ike
sneaking the money in.

MR. PATTON: You don't |ike the

sneaky part of it.
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MR. SAXBY: Well, | mean,
point then you're saying --

MR. PATTON: Well, let me
di ssect that.

MR. SAXBY: Yeah.

MR. PATTON: What part of
sentence "sneaking the money in" d

| i ke? Sneaking or money?

at some

-- | et

t he

on't you

MR. SAXBY: Sneaki ng. Not -- |

mean, you're -- you have -- we hav
accounting system that tracks the

to sneak, you're going to have to

e an
money. So

do somet hi ng

to that system t hen. That woul d bother me.
MR. PATTON: Yeah. Okay. Let's

tal k about that for a m nute. " m aware - -

|'ve seen a comparative report -- |1've seen

memos dated April 8, '"02 and June 5, '03 from

Fi nance that have been explained to me as

havi ng gone to all Budget Officers

departments. And "Il give you a

at state

m nute just

to kind of | ook those over, and I'IIl tell you

that the text of the memo is essentially

I denti cal .
MR. SAXBY: Okay.
MR. PATTON: Had you ever

seen these
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memos before?

MR. SAXBY: Sur e. | haven't seen
them in here.

MR. PATTON: You haven't seen them
I n Parks?

MR. SAXBY: No, but | know the
Controll er does -- we spent a |ot of time
reconciling at Caltrans the difference between
the Controllers and the final budget.

MR. PATTON: And you |l eft Caltrans
when?

MR. SAXBY: 2005.

MR. PATTON: Yeah. Then you worked
as an RAin "6, "7, "8, and "9 at Caltrans.
These were from'02 and '3, and these show
di screpanci es between what's been reported in
vary special funds, and |I've highlighted the
Parks and the SPRF and the Off Hi ghway Vehicle
funds, and they show the discrepancies between
what's been reported in various special funds
to the Controller versus to the Department of
Fi nance through the budget process.

MR. SAXBY: Ri ght .

MR. PATTON: And this shows our --
it shows 22,000,000 --
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MR. SAXBY: Twenty-two-seven, yeah.

MR. PATTON: -- 795, and this is for
FYO3, | think.

MR. SAXBY: Um hum.

MR. PATTON: This is an "0 -- April
02 and was for whatever fiscal year. And you
were just saying -- so this is telling me that

the numbers are available if someone goes and
| ooks at what agencies are reporting to the
Controller, they're going to see, based on a
cash accounting method, the actual monies.

MR. SAXBY: Yes. Was there not a
response to this?

MR. PATTON: Well, this is going out
to a whole bunch of departments.

MR. SAXBY: Ri ght .

MR. PATTON: When | | ook at the
total --

MR. SAXBY: But someone - -

MR. PATTON: When | | ook at the
absolute total total -- | |like this one

better. This is the next year's; this is '03.
Let's | ook at '03's because this one shows a
total of 1.9 billion --

MR. SAXBY: Ri ght .
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MR. PATTON: -- in discrepancies.

MR. SAXBY: Yeah.

MR. PATTON: And t hat got my
attention. And so what |'m seeing here is |
see reports that tell me that there are
di screpancies between what various speci al
funds are reporting to Controller versus
Fi nance Department.

MR. SAXBY: Yes.

MR. PATTON: You agree with that?

MR. SAXBY: And | -- when those were
sent out, what was the response?

MR. PATTON: We, | don't know
because | haven't polled every one of those
agenci es --

MR. SAXBY: Okay.

MR. PATTON: -- with those speci al
projects.

MR. SAXBY: No, but just -- but wus.
What did we -- did we not respond to that
request to talk about that gap? Isn't that

what this is saying?

MR. PATTON: Well, you and | weren't
here in '"02 and ' 3.

MR. SAXBY: Yeah, no.
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report

di screpancy

t hat

MR.

hi ghl i ghted.

charts that

perpetuated ever

t he

report.

for --

03

MR.
MR.

PATTON:

in the SPRF fund

SAXBY:

PATTON:

But | can see from this

a twenty-two million dollar

i's being

Um- hum.

And | can see from the

have been given to me that a

twenty mllion dollar plus discrepancy has
since.

MR. SAXBY: Yeah, got higher.

MR. PATTON: Sorry? Got higher in
report.

MR. SAXBY: Hi gher in the '03

MR. PATTON: To what ?

MR. SAXBY: Twenty-si x-eight.

MR. PATTON: Yeah. Twenty-si x-eight
MR. SAXBY: From twenty-two-seven.
MR. PATTON: Yeah.

MR. SAXBY: For SPRF.

MR. PATTON: For FY01-02.

MR. SAXBY: Yeah.

MR. PATTON: That's right.

MR. SAXBY: Okay.
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MR. PATTON: Now, the answer to your
guestion is, | don't know what the response
was. Al'l I know is that the charts |'ve been
given show me that that same discrepancy has
continued.

MR. SAXBY: Yep.

MR. PATTON: l[t's -- the numbers
have changed a little bit, but | can see it
hasn't been fi xed. | can see that memo asked
the departments that are -- whose speci al

funds are being reported as having
di screpancies to fix it.

MR. SAXBY: Um- hum.

MR. PATTON: And | can see from
| ooki ng at the history of the SPRF fund it's
never gotten fixed.

MR. SAXBY: Um- hum.

MR. PATTON: You agree?

MR. SAXBY: Um hum.

MR. PATTON: You had seen these
memos sometime earlier in your career at
Caltrans?

MR. SAXBY: Sure. Every year you
get a -- you usually get a memo from the

Controller's office saying, explain the
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di fferences.

MR. PATTON: Now, my understanding
from someone who provided these to me is that
after '03 that's when these memos stopped.

MR. SAXBY: Okay.

MR. PATTON: Do you know?

MR. SAXBY: | don't know for sure,
but | --

MR. PATTON: You don't know whet her
you've seen this type of a fund discrepancy
report since '03?

MR. SAXBY: | mean -- yeah.

MR. PATTON: Yes?

MR. SAXBY: No, | don't know. I
woul d not have been involved in this at
Caltrans.

MR. PATTON: Okay.

MR. SAXBY: |'ve seen the memos. We
had them when | was at Integrated Waste. I
mean, it was a normal annual explain the
difference.

MR. PATTON: Well, | don't know if |
know all the facts correctly, but it -- from
what | have | earned, it sounds to me like this

information is available if someone were to do
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a side-by-side listing -- you're nodding your
head yes.

MR. SAXBY: Yes.

MR. PATTON: Do a side-by-side
| isting of what's been reported to the
Controller and what's being reported to
Fi nance.

MR. SAXBY: Correct.

MR. PATTON: And my information is
that that used to be done and after '03, for
some reason, it just stopped being done.

MR. SAXBY: Okay.

MR. PATTON: Okay. You don't know?

MR. SAXBY: | don't know.

MR. PATTON: But what we do know is
that it can be done, correct?

MR. SAXBY: Yes.

MR. PATTON: Okay.

MR. SAXBY: Both El sie and Cheryl
said, how come Finance doesn't see this
difference?

MR. PATTON: Why don't they | ook at
what's on the Controller's reports?

MR. SAXBY: Yeah.

MR. PATTON: So, in fact, this
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hi di ng of the twenty mllion plus from

Fi nance, it's really -- it's not exactly an
altogether hiding; it's in another report.

MR. SAXBY: Yeah.

MR. PATTON: You' re | aughing.

MR. SAXBY: Yes. Il -- if | were at
Fi nance, 1'd have known.

MR. PATTON: It's not the most
sophi sticated game of hide and seek we've ever

seen.

MR. SAXBY: No.
MR. PATTON: The problemis the | ack

of comparison of the numbers.

| ook at

back in

correct?

MR. SAXBY: Yes.
MR. PATTON: No one took the time to

the two numbers.

MR. SAXBY: No.

MR. PATTON: Well, we know they did
02 and ' 3.

MR. SAXBY: Yeah.

MR. PATTON: Didn't get fixed.

MR. SAXBY: Yes.

MR. PATTON: So the word's been out,

MR. SAXBY: Yes.
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MR. PATTON: Now, when we t al ked

about the plan for maybe, under a conti nuing

appropriation scenari o, sort of gradually

assim lating some of these dollars and

spendi ng
slightly

them we talked about through some
sneaky reporting methodol ogi es - -
MR. SAXBY: Yes.

MR. PATTON: -- such as, we talked

about revenues, this is a revenue-generating

fund that
revenue,
bringing

funds i n.

far?

m ght wor

you could theoretically m sstate the
overstate it, and you can start

some of these so-called secretive

MR. PATTON: Um hum.
MR. PATTON: Yes?
MR. SAXBY: Yes.

MR. PATTON: Is my plan working so

MR. SAXBY: Yes.

MR. PATTON: But -- go ahead.

MR. SAXBY: Okay.

MR. PATTON: It does sound |ike that
k, right?

MR. SAXBY: Yeah, yeah, but | would

have assumed, since M chael knew - -
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MR. PATTON: Knew what ?

MR. SAXBY: Fi nance.

MR. PATTON: Yeah.

MR. SAXBY: -- and that this was
avail able, that the informati on was avail abl e.

MR. SAXBY: These memos | just
showed you - -

MR. SAXBY: Yeah.

MR. PATTON: -- the side-by-side.

MR. SAXBY: And he had to know t hat
the Controller's report had the real number.

MR. PATTON: Ri ght .

MR. SAXBY: | would assume his --

MR. PATTON: That my sneaky

assim | ation scenario is a little risky, isn't
it?

MR. SAXBY: It -- yes.

MR. PATTON: | could get caught.

MR. SAXBY: But -- yes, but he had
to have, in his mnd -- if I"'mhim 1|'"m saying

If they find it, we go, oh, okay.
MR. PATTON: Okay what ?
MR. SAXBY: We'll fix it.
MR. PATTON: Oh, thanks for pointing

out our error?

Page 115

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. SAXBY: Thanks for pointing out

our error.

MR. PATTON: We'll get right on
t hat .

MR. SAXBY: We'll -- the next fund
condition will say the right number.

MR. PATTON: Okay. So | guess it

wasn't contempl ated that it would ever come to

the day

where it became a story of people knew

this and they intentionally didn't fix it.

cont ext

t hat t hi

MR. SAXBY: No, and within the
of closing parks and public concern

s could have been used to keep some

parks open and that we were --

MR. PATTON: It would -- what are
you trying to tell me? It would have wound up
| ooki ng heroic. One of the possible outcomes
Is this would have all | ooked heroic.

MR. SAXBY: If we'd found it, yeah.

MR. PATTON: We stumbl ed across a
bunch of money.

MR. SAXBY: Yes.
MR. PATTON: We get to keep some

parks open.

MR. SAXBY: We can use this money.
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It's a one-time money, but you can use this
money.

MR. PATTON: So really all we got to
do is say we've had an accounting error for a
whil e, we just discovered.

MR. SAXBY: Yeah, yes, could have.

MR. PATTON: Anot her alternative.

MR. SAXBY: Yes.

MR. PATTON: And really, there
was -- you said there wasn't a plan though.

MR. SAXBY: No.

MR. PATTON: These are just some
alternatives we're thinking about.

MR. SAXBY: Yes. | can't say | know
what was in their head. " monly --

MR. PATTON: Al'l right.

MR. SAXBY: -- specul ating.

MR. PATTON: Well, it seemed |ike a
productive brainstorm ng session. Did you
ever know about the directing of some -- |I'm

going to go on a different subject here for a
second -- directing of some automated pay
machi ne moni es, shower -- park shower machi ne
moni es going into a rei mbursement account?

MR. SAXBY: Yes.
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MR. PATTON: It's been represented

to me that that's not the legitimate way to

report it, that it should be reported as

revenue, it shouldn't -- and no part of it
sent over to the department's rei mbursement
account. What do you think?

MR. SAXBY: | would say that that's
correct; it's revenue.

MR. PATTON: So how does that work?

|l mean, what's a rei mbursement account ?

MR. SAXBY: Well, it's a separate

account where you put money in and then, when

they pay a bill, they charge against that for
t hat. And the point -- the reason that they
did it --

MR. PATTON: Who's "they"?
MR. SAXBY: The Park Operations in

wor king with Manuel, |'m assumi ng, because - -

you

and

you

MR. PATTON: Okay.

MR. SAXBY: The idea there was if
rai se shower fees and fees in your park
It goes into the general --

MR. PATTON: When you say "raise,"
mean you generate - -

MR. SAXBY: Yeah, you generate.
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MR. PATTON: -- as opposed to
I ncreasing.

MR. SAXBY: Yeah, and increase.
It's going to cost you --

MR. PATTON: When you - -

MR. SAXBY:

- SiXx quarters for a
shower instead of --

MR. PATTON: Okay.

MR. SAXBY: You're generating more
money from your base --

MR. PATTON: You're generating fees.

MR. SAXBY: You' re generating fees.

MR. PATTON: Revenue.

MR. SAXBY: And if goes in as a
normal fee, it goes into SPRF and it becomes a
part of the overall allocation process, you
don't ever see a benefit at the park | evel
unl ess management makes sure you get that.

MR. PATTON: You got to get the
appropriations, got to go through the whole

budget process.

MR. SAXBY: It has to go through the
process, right. Whereas if it's a revenue or
a rei mbursement, then as soon as -- if they

have somet hing and they know they have this
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fund and they buy something and charge it
agai nst the rei mbursement fund, then they
have -- then it's there |ocally.

MR. PATTON: So you have to have
authority to set up a rei mbursement account?

MR. SAXBY: Yeah, and we have tons
of rei mbursement.

MR. PATTON: You got rei mbursement
aut hority.

MR. SAXBY: Yeah, you never spend
all your reimbursement authority.

MR. PATTON: And the idea is that
you've got some operating funds, and when you
spend out of those funds to purchase
somet hi ng - -

MR. SAXBY: That's my meter. | need
to go feed my meter.

MR. PATTON: Okay. Why don't you do
that, and we'll come back to rei mbursement
accounts.

MR. SAXBY: Okay.

MR. PATTON: We're going off at

MR. SAXBY: "1l be right back.
MR. PATTON: Thanks.
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MR. SAXBY: Can we take a break?

MR. PATTON: Yeah, we're doing that.

MR. SAXBY: Well, let's --

MR. PATTON: Let's take a fifteen-
m nute break.

MR. SAXBY: | need to go to the
bat hroom, too.

MR. PATTON: Yeah. Take fifteen.

MR. SAXBY: Stay concentr at ed.

(Recess from 3:12 p.m wuntil 3:22 p.m)

MR. PATTON: Al'l right. We're back
on the record with M. David Saxby. It 1S now
3:22.

We were tal king about rei mbursement
accounts, and |I don't want to make this too
much of a budget and accounting tutorial for
mysel f. Suffice it to say, what | have been
told and that you've confirmed is that
revenues generated from automated park pay
machi nes and shower machi nes, some of that was
credited to a rei mbursement account, and
you're nodding your head yes.

MR. SAXBY: Yes.

MR. PATTON: You're aware of that?

MR. SAXBY: | am aware of that.
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MR.

MR.
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MR.
MR.
number ?
MR.
be --
MR.

do you know
revenues int

MR.
the big, big

PATTON: And you agreed that,
unting, froma state finance
rspective, they should be getting
revenue.

SAXBY: Yes.

PATTON: So what we have is, as

it, a diversion of some revenue

rei mbursement account.

SAXBY: Yes.

PATTON: Do you know how much of
erted?

SAXBY: No.

PATTON: |'"ve been told the

mewhere in the range of 600, 000 or

SAXBY: Okay.
PATTON: You've never heard a

SAXBY: | have -- no, wouldn't

PATTON: Do you know any -- what
about this sending of pay machine
0O a rei mbursement account?

SAXBY: Well, to me, it's one of

arguments that the districts --
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the park districts bring to the table each
year is we're generating revenue here, but we
don't get the results of that work that we're
doi ng. You take the money up in headquarters
and you do not help us with that money. So we
want somet hing where if we generate the
revenue it stays with us.

MR. PATTON: All of 1t?

MR. SAXBY: Yes. That's what they
want .

MR. PATTON: They want it all?

MR. SAXBY: Yeah, of the increase,
of an increase.

MR. PATTON: The increase.

MR. SAXBY: Of an increase.

MR. PATTON: When we increase --

MR. SAXBY: Yeah.

MR. PATTON: -- these fees, we want
the --

MR. SAXBY: Yeah.

MR. PATTON: -- we want to retain
the increment?

MR. SAXBY: Yes. If we're putting
in more work to do more to generate more fees,

we want that result --
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can

t hat

MR. PATTON: Okay. So they want --

MR. SAXBY: -- to stay with us so we
do mor e.

MR. PATTON: Al'l right.

MR. SAXBY: And so | assume that

was a work around that Manuel came up

with to |l et them keep the money in the park.

MR. PATTON: You never discussed

this with Manuel ?

MR. SAXBY: No.
MR. PATTON: How did you become

aware of it, that monies were being sent to a

rei mbursement account ?

MR. SAXBY: Dorot hy Kroll brought it

up, | think, |ast year.

MR. PATTON: Well, you indicated
you're aware it's out -- it's not procedurally
technically correct. You're noddi ng your head
yes.

MR. SAXBY: Yes.

MR. PATTON: You were aware of that?
MR. SAXBY: ' m aware it's --

MR. PATTON: And Dor ot hy had brought

it to your attention?

MR. SAXBY: Yes.
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MR. PATTON: Did you think anything
shoul d be done about that?

MR. SAXBY: No.

MR. PATTON: Why not ?

MR. SAXBY: lt's being spent on park
stuff, and | understand they're -- it helps
them to generate -- to put an incentive for

them to generate money and - -

MR. PATTON: So it was serving the
greater good?

MR. SAXBY: Yeah, and it was
created -- and it was creative.

MR. PATTON: You |like creative?

MR. SAXBY: | kind of like creative.

MR. PATTON: Yeah.

MR. SAXBY: And | would not view
it -- it wasn't being spent against -- they
had to have invoices to spend it, and it
wasn't being spent against anything. And |
did see that -- from my experience here in
headquarters that Tony in Park Operations and
their whole allocation process didn't take
I nto consi deration the concerns.

MR. PATTON: So | guess what |I'm

hearing you saying is that you know that it's
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not procedurally correct; it's not in accord
with Finance reporting requirements.

MR. SAXBY: Accounting principles.

MR. PATTON: Oh, okay. That's a
different thing --

MR. SAXBY: Yeah.

MR. PATTON: -- than State
Depart ment of Finance reporting --

MR. SAXBY: | " m assumi ng - -

MR. PATTON:

- regul ations and

gui del i nes.

MR. SAXBY: - yeah, |I'm assumi ng at
some | evel, and | did never |ook into it --

MR. PATTON: Okay. So when - -

MR. SAXBY: -- that Manuel and
Dor ot hy worked out how to handle this.

MR. PATTON: So when you say that it
should be reported as revenue as opposed to
just going straight into a rei mbursement
account and not counting towards revenue --

MR. SAXBY: Yes.

MR. PATTON: -- you're saying that
from an accounting report perspective?

MR. SAXBY: Yes.
MR. PATTON: Not that you're
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fam liar with particular finance rules about
how to account.

MR. SAXBY: No -- yes, |I'm not --

MR. PATTON: You're not?

MR. SAXBY: ' m not familiar with
t hat.

MR. PATTON: Why not? You've worked

a lot of years in the state budget finance

wor | d.

MR. SAXBY: | worked mostly in
Capital.

MR. PATTON: But you know revenue is
revenue.

MR. SAXBY: Yes, | do.

MR. PATTON: And you know t hat
there's such a thing as a rei mbursement
account if you get authority to set it up.

MR. SAXBY: Yes, | do.

MR. PATTON: And you rei mburse
yourself for expenditures.

MR. SAXBY: Yes.

MR. PATTON: And these were not
rei mbursements for expenditures.

MR. SAXBY: No.

MR. PATTON: These were diverting
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revenue into -- so doesn't that tell you that
that's got to be somewhere touched upon in the
state rules and regul ations about reporting

t hat ?

MR. SAXBY: | would think so.

MR. PATTON: You woul d think so.

MR. SAXBY: | would think there's
somet hing that says rei mbursement and has a
paragraph definition of what that is.

MR. PATTON: But that's not your
specialty is --

MR. SAXBY: No.

MR. PATTON: Okay.

MR. SAXBY: And I -- 1in walking
downstairs, | would say this: Manuel was the
expert here in Budgets, in being the Budget
Of ficer and being the budget manager. So that
was not an area that | paid a |ot of attention
to other than to build tools to get
i nformati on. And so he ran, pretty much, the
budget stuff. |, every once in a while -- and
he -- and that was his -- that was one of his
directs, he ran that. He said can | --
because | had a | ot of other things to do.

And so he took care of the financial budget
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piece, pretty much, and |I didn't really get

i nto detail or -- | mean, | just -- | knew the
ancillary stuff that we're saying, but on a
daily basis | probably never | ooked at a

spreadsheet that was in any meetings.

MR. PATTON: So | guess what |I'm
hearing is this -- Dorothy alerted you to
t his.

MR. SAXBY: Yes.

MR. PATTON: And she obviously
didn't feel it was being accounted for
correctly.

MR. SAXBY: Ri ght .

MR. PATTON: And you agree, it
doesn't sound like it's been accounted for
correctly.

MR. SAXBY: Yeah.

MR. PATTON: But it's ultimately
going to a worthwhile purpose.

MR. SAXBY: Yeah. And |'m assum ng
she was working with Manuel and had told
Manuel that and then they had worked out --

MR. PATTON: And so if somet hing
needed to be fixed, that was not -- it was not

your - -
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MR. SAXBY: It wasn't my job to --

MR. PATTON: It wasn't my job --

MR. SAXBY: -- fix it.

MR. PATTON: Exactly. It wasn't my
job to fix it. Okay. Dorothy came to you in

January of this year after Aaron took over.
She came to you with a full-page |Iist of
| ssues and questions, right?

MR. SAXBY: Yes.

MR. PATTON: Remember that?

MR. SAXBY: Yes, | do.

MR. PATTON: Was any of that -- what
did you do with that, and did any of that
strike you as things that were your job to
deal with?

MR. SAXBY: | went through that 1ist
with Aaron and tal ked about what | knew,

MR. PATTON: When did you go through
the list with him? She gave it to you; it's
dated January 25.

MR. SAXBY: She didn't give it to

MR. PATTON: She didn't give it to
you. She gave it to Aaron, didn't she?

MR. SAXBY: She gave it to Aaron.
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Aaron gave it to me.

MR. PATTON: Sometime | ater.

MR. SAXBY: Yeah. " m not sure --

MR. PATTON: Probably - -

MR. SAXBY: -- and she gave that to
Kirk.

MR. PATTON: She had given the same
list to Kirk?

MR. SAXBY: Yeah.

MR. PATTON: Had Kirk shown you that
list?

MR. SAXBY: No.

MR. PATTON: So the first time you
saw it was when Aaron forwarded --

MR. SAXBY: When Aaron gave it to

MR. PATTON: -- it to you?

MR. SAXBY: Yes.

MR. PATTON: Is it -- it mi ght have
been maybe then in early February?

MR. SAXBY: Yeah.

MR. PATTON: And you -- what did you
do? You went over the list with Aaron or did
you go over the list first with Dorothy?

MR. SAXBY: First I went over the
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|l ist with Dorothy and went through what |
understood from my perspective --

MR. PATTON: Uh- huh.

MR. SAXBY: -- because the -- |
think her |list sort of indicated -- had |ots
of different indications that at some | evel |
needed to be responsible for.

MR. PATTON: Were you -- did you
feel like you did need to be responsible for
any of 1t?

MR. SAXBY: No, I -- well, I'd have
to go through the |ist and --

MR. PATTON: Okay.

MR. SAXBY: | talked to Aaron. I
told Aaron everything that | told Kirk about
this, about all of the issues on her |ist.

MR. PATTON: Everyt hi ng, okay. When
did you then sit down with Aaron and talk
about it?

MR. SAXBY: Probably Marchi sh,
somewhere in there.

MR. PATTON: Okay. Do you remember
that the twenty mllion dollar unreported SPRF
funds were an item on that list?

MR. SAXBY: Yeah, they probably
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MR.
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PATTON: Yeah, | think they

SAXBY: Yeah, yeah.

PATTON: I think they were --
SAXBY: Yeah.

PATTON: -- item 19 and 20.
SAXBY: Okay. But - -

PATTON: Did you talk with Aaron
?

SAXBY: At -- when Elsie brought

able, we tal ked about that. |

PATTON: "We" who?
SAXBY: El si e, Aaron, and |
PATTON: When did she bring it

SAXBY: When she was -- we had
condition that she was working
was the problem

PATTON: So do you know - -
SAXBY: And there were other

PATTON: Do you know when t hat

m ght have been? She started here in February
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of 2011.

MR. SAXBY: Yeah. " m thinking -- |
think was March or end of March, March, April
it's right in there. | don't know exactly.

MR. PATTON: Okay.

MR. SAXBY: And | know that Aaron
woul dn't have had a clue --

MR. PATTON: Yeah.

MR. SAXBY: -- of that.

MR. PATTON: Yeah.

MR. SAXBY: And when | told him,
then he had a clue.

MR. PATTON: Okay.

MR. SAXBY: And then he started
pushing to daylight.

MR. PATTON: When you tal ked back in

February with Ms. Murphy, there's a discussion

| want to ask you a little bit about. And
this may not be relevant to a whole | ot. I n
February -- so Ms. Murphy asked you, what's

the last time you've had a discussion at al
with M. Lopez, and you said, | talked to him
| ast Friday. She says, and what was the
reason that you were in touch on Friday? You

responded, we're friends, and | was just
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chat -- and | just was chatting with him

and -- and | wanted to |let him know that we
had reconciled the budget, and | wanted himto
get the products. And then you go on to say,
there was a discrepancy, another issue that he
was dealing with in his -- there was a

di screpancy of how did we close the books in
the black when the field was projected to be
overspending, and it took me a year to
reconcile that. And so | have the product, so

| told him 1l got the number, and it was a big

number, fourteen mllion dollars, and so |
said, |I'"ll send it to you so you can see to
you'll know what and how we reconciled it.

And | just want to find out what we're talking
about with this fourteen mlIlion dollars.

MR. SAXBY: The all ocation went out
and was fourteen mllion dollars short.

MR. PATTON: The all ocation for?

MR. SAXBY: Last -- that year's
budget .

MR. PATTON: For ?

MR. SAXBY: For - -

MR. PATTON: Par ks Operations?

MR. SAXBY: For -- yeah, for the
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whol e depart ment.
MR. PATTON: For the whol e
depart ment .
MR. SAXBY: For the whole
depart ment. It all adds up to a number.
MR. PATTON: Your total Park
Department allocati on.
MR. SAXBY: Ri ght .
MR. PATTON: And you said it was

what ?

MR. SAXBY: And it was short
fourteen million dollars in -- when it went
out .

MR. PATTON: | guess | don't know
what that means.

MR. SAXBY: Okay.

MR. PATTON: Short how?

MR. SAXBY: Cheryl Taylor did the
all ocation, and however they did it and what
t hey reconciled to, there was fourteen mllion
not in the number.

MR. PATTON: So et me be clear.

MR. SAXBY: Yeah.

MR. PATTON: So the budget manager,

t he budget part of adm n services here --
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MR.
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and her peopl

and when we closed the books,

SAXBY:

PATTON:

SAXBY:

PATTON:

SAXBY:

PATTON:

at ed.

SAXBY:

PATTON:

SAXBY:

ion --

PATTON:

SAXBY:

PATTON:

SAXBY:

e all

t hat

Ri ght .

doesn't allocate --

Doesn't all ocate --

depart ment - wi de - -

al |

the money.

al |

the money that's

Yeah. It should have --

Yeah.

but there was

Not al |l ocat ed.

not all ocat ed.

Okay.

And then it took Elsie

time to get down to -

our projection

model says that the districts were overspent
twenty-two million, the Park Operations --

MR. PATTON: Um hum.

MR. SAXBY: -- but we closed in the
bl ack. So | want - so | said we need to
answer that question.

MR. PATTON: So the numbers weren't
ri ght?
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MR. SAXBY: Ri ght, in the
all ocati on.

MR. PATTON: Yeah.

MR. SAXBY: Okay. And t hey

supposedly should tie to the governor's

budget. And when we got it --
MR. PATTON: Wait, wait. Let me say
this in real simple terms. The allocation is

what the department is then proposing to
spend, this is how they're going to spend the
money that's been given --

MR. SAXBY: That it's been given --

MR. PATTON: -- that's been
appropri ated - -

MR. SAXBY: -- to spend, yes.

MR. PATTON: -- and it ought to
roughly approxi mate the amount that was
appropri ated.

MR. SAXBY: Correct.

MR. PATTON: And somehow there is
fourteen mllion less allocated, and yet

projections that we're going to overspend by

twenty-two million.
MR. SAXBY: | n Parks.
MR. PATTON: In the Parks Operations
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part.

MR. SAXBY: In the Park Operation
si de.

MR. PATTON: Okay.

MR. SAXBY: Okay. So if the
department closes in the black, that's fine.
That's what we're held to for our
appropriation.

MR. PATTON: Yeah.

MR. SAXBY: Okay. The question was,

has a part of the discussion for how are we

going to handle the next twelve mllion dollar
cut and will park closures get us that twelve
mllion. The park superintendants felt that

somet hing was seriously wrong because we
closed in the black, but they overran their
budgets, and Tony had told them they could do
t hat . And so there was a question what -- how
did that happen, how did we cover twenty-two
mllion that they overran.

MR. PATTON: Yeah.

MR. SAXBY: And so I -- that was the
product . And | had told --

MR. PATTON: And it was because

there had been an error in computing the

Page 139

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

all ocations --

MR. SAXBY: Ri ght. And --

MR. PATTON: -- and there was
actually fourteen mllion unall ocated.

MR. SAXBY: Correct.

MR. PATTON: So how does it -- how
do you end up in the black if they ran over
twenty-two mllion, we've got fourteen mllion
unal |l ocated that covers part of that --

MR. SAXBY: Ri ght . And then --

MR. PATTON: -- so I'"'mstill | ooking
for eight mllion doll ars.
MR. SAXBY: They had held back -- he

hel d back a fund, a special fund --
MR. PATTON: Okay. He - -
MR. SAXBY: Manuel -- to protect

hi mself from

MR. PATTON: There was a reserve.

MR. SAXBY: Yeah.

MR. PATTON: He held on to a
reserve.

MR. SAXBY: He held on to a reserve
because - -

MR. PATTON: To cover the spread.

MR. SAXBY: -- because they did
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over -- they tended to overspend - -

MR. PATTON: Okay.

MR. SAXBY: -- and he wasn't sure
t hat those managers would handle things, and
then if they didn't, then he would be on the
bl ock, not them

MR. PATTON: Yeah, yeah, yeah. How
much of the reserve do you think he held on
to?

MR. SAXBY: | think it was around
Six, so in the end, there's a sheet --

MR. PATTON: Okay. It all worked
out .

MR. SAXBY: It worked out. And this
year, | gave it all -- | gave them that
fourteen mllion in the allocation file.

MR. PATTON: Okay.

MR. SAXBY: And t hey spent it.

MR. PATTON: So that was a
fourteen -- that was an additional fourteen
m |l lion dollar reserve by accident?

MR. SAXBY: Yes.
MR. PATTON: Okay.
MR. SAXBY: That was one where

someone would cut your throat if they knew
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about it.

MR. PATTON: | assume, from | ooking
at the historical organization charts that
Mi chael Harris was very famliar with the
whol e budge process because he used to be the
Admi n Services Director.

MR. SAXBY: Absol utely. He and

Manuel and Ruth did all the |l egislative stuff
with the budget manager. | didn't go to
heari ngs. | didn't deal with BCPs. | didn't

do anything. They took care of all that.

MR. PATTON: So Michael Harris
understood -- he understands the budget.

MR. SAXBY: Oh, yeah.

MR. PATTON: What about Ruth? You
say she went to the |egislature to advocate
for the appropriations, | assume - -

MR. SAXBY: Yeah. She - -

MR. PATTON: -- and the programs
t hat she wants to --

MR. SAXBY: She knows stuff at some

| evel . | think she -- |I'"m not -- she was iIn
the LAO office, so | think at some point, and
so |I'"d be shocked if she didn't know about

budget stuff.
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MR. PATTON: Okay.

MR. SAXBY: | don't really know her
bi o.

MR. PATTON: Okay.

MR. SAXBY: But M chael, for sure,
was the guy. Every time there was a budget

di screpancy or a discussion or something, he

was i nvol ved.

to sit

Mi chae

MR. PATTON: So you've had occasi on
down and have detail ed discussions with

MR. SAXBY: Yeah.

MR. PATTON: -- about budget items?

MR. SAXBY: Yeah. Goi ng over an

all ocation, going over projections.

MR. PATTON: You had those same

ki nds of conversations ever with Ruth?

in the

MR. SAXBY: No - -

MR. PATTON: Okay.

MR. SAXBY: -- never. She was never
room.

MR. PATTON: But based on her work

In representing the department before the

| egi sl ature, you're making it --

MR. SAXBY: She was -- she had the
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budget hearing binder, and it had al

the

budget info in there. She had a binder so --

MR. PATTON: And you've seen her

wal ki ng around heading to the legislature with

I t?
MR. SAXBY: Yep.
MR. PATTON: Al'l right.

MR. SAXBY: And she's briefed --

they do a briefing right before the hearings

and stuff to get her prepared.

MR. PATTON: I mean, | guess

' m

trying to figure out whether it's even

possi ble that the person in the director's

seat could -- whether this twenty mllion

dollars in SPRF funds, this failure

MR. SAXBY: Coul d not be known by

her ?

MR. PATTON: Yeah.

MR. SAXBY: There's a possibility in

the sense that some directors are outside

directors and they | eave their assistant to be

the inside.

MR. PATTON: Yeah.

MR. SAXBY: And so | wouldn't say

that that's not a possibility, and

can't say
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one way or the other, but | would think that
my view -- in my view, her and M chael we are
close, and so | would be shocked if he would
have not told her conditions annually.

MR. PATTON: Now, you've never been
in a meeting though where this was
specifically discussed - -

MR. SAXBY: No.

MR. PATTON: -- with Ruth present?

MR. SAXBY: W th Ruth, never.

MR. PATTON: You -- | know you've
had meetings with Manuel Lopez, and he's told
you that he's talked to Harris.

MR. SAXBY: Yes.

MR. PATTON: And have you ever been
I n any of these meetings with Harris or
anybody el sewhere this is discussed?

MR. SAXBY: Just when we -- when
was in there with Kirk |ast December --

MR. PATTON: You were in where?

MR. SAXBY: -- or in November. I n
Mi chael's office when we tal ked about Elsie
brought the issue up and we -- and she --

MR. PATTON: She brought it to you
and Kirk?
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MR. SAXBY: Yeah.

MR. PATTON: And then you --

MR. SAXBY: And | had -- but |
had -- and then | was also briefing Kirk that
this was an issue.

MR. PATTON: Okay.

MR. SAXBY: And he went up to see
what -- he was just acting, but he went up to
see what we should do, and M chael said we
shouldn't talk about it.

MR. PATTON: And you were at that
meeting also?

MR. SAXBY: Yes.

MR. PATTON: So you've been in
meetings with Elsie, with Kirk, with M chael
Harris, with Manuel Lopez where this was
di scussed. Cheryl Taylor also, | assume?

MR. SAXBY: Yes.

MR. PATTON: El sie Brenneman.

MR. SAXBY: Yes.

MR. PATTON: But you've not been in
meetings -- | forgot. Did you tell me you
were in a meeting where Tony Perez --

MR. SAXBY: No.

MR. PATTON: -- and Bill Herms --
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MR. SAXBY: That was what
told me.

MR. PATTON: Okay.

MR. SAXBY: He was in that

Manuel

meeting.

MR. PATTON: Okay. So you've not

been personally --

MR. SAXBY: No.

MR. PATTON: -- in meetings where

this was discussed with any other
Directors?

MR. SAXBY: No.

Deputy

MR. PATTON: Okay. Have you ever

seen the historical twelve-year history of the

fund discrepancy?

MR. SAXBY: No.

MR. PATTON: " m going to show

you -- this is a report generate fromthe

Fi nance Department, and the top is the SPRF

fund. And from what |'m being told,

the first

year that a number is provided as to what was

underreported is for FYO7-08, and
that's a 9,452, 000.
MR. SAXBY: Ri ght .

t

hi nk

MR. PATTON: And then the next

fiscal year ending '"99 is fourteen
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MR. SAXBY: Um hum.

MR. PATTON: -- mllion
approxi mately. Fiscal year 2000 is -- what is
that? Nineteen --

MR. SAXBY: Ni net een-ni ne.

MR. PATTON: Al most twenty mllion.

MR. SAXBY: Wb w. Look at
forty-nine-eight.

MR. PATTON: And then -- yeah.
FYO0-01 it jumps to forty-nine mllion
somet hing, almost fifty, forty-nine-eight.

MR. SAXBY: Yeah.

MR. PATTON: And then it comes back

down to twenty-siXx,

goes to twenty-nine for

'03, twenty-six for '04, and then "05 to the
present, |ast six, seven years it stayed right
around twenty-three, twenty-one, twenty,
ni neteen, twenty, right --

MR. SAXBY: Um hum.

MR. PATTON: -- it's been hovering

at twenty.

Do you know anyt hing about

t hese

prior numbers when they were higher up in
the -- closer to thirty mllion in this one
year when it was almost fifty?
MR. SAXBY: No. | would -- just, to
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me, someone made a mi stake there.

MR. PATTON: Yeah.

MR. SAXBY: Somebody put a typo in
there somehow.

MR. PATTON: That | ooks |ike an
outlier somehow.

MR. SAXBY: That's a way -- because
t hen how do you correct it --

MR. PATTON: Yeah.

MR. SAXBY: -- other than to say you
corrected it in the next year.

MR. PATTON: Yeah.

MR. SAXBY: And | would -- we'd have
to go back and -- | don't know how you woul d
find that.

MR. PATTON: Well, the number that's

dramatically different here is this top
number, Controller -- what does this say here?

MR. SAXBY: "Budgetary Legal Basis
Annual Report".

MR. PATTON: Report. And it jumps
from being fifteen, thirty, twenty-six to what
does that say? Eighty-eight?

MR. SAXBY: Yeah.

MR. PATTON: That's where the big
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jump is for me, and then it comes back --

MR. SAXBY: Yeah.

MR. PATTON: -- down to fifty-one,
forty-one. Al'l right. We won't worry about
t hat. We'll | et Finance explain how that

wi nds up. What do you know, if anything,
about the OHV account, which these are the OHV
account numbers Finance has run, and negatives
are indicated to me to be -- |I'm sorry.
Positives are underreports --

MR. SAXBY: Ri ght .

MR. PATTON: -- where this is money
t hat was not included in the report, the fund
condition statement, to Finance. Negati ves
are overreports --

MR. SAXBY: Um hum.

MR. PATTON: -- where more money
t han was actually existent was reported to
Fi nance, and we have several years, one, two,
three, four, five years of overreports, and
t hen we have whatever it is, eight years of
underreports. Did you ever work with the OHV
number s?

MR. SAXBY: No.

MR. PATTON: Who does?
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MR. SAXBY: Somebody in Budgets, but

MR. PATTON: In the same budget
shop --

MR. SAXBY: Yeah, in the same budget
shop.

MR. PATTON: The one that's run by
El sie Brenneman currently?

MR. SAXBY: Yeah.

MR. PATTON: Okay.

MR. SAXBY: But this just -- this
| ooks to me |i ke whoever was doing the OHV
fund doesn't understand it.

MR. PATTON: Okay.

MR. SAXBY: Somebody - -

MR. PATTON: Because - -

MR. SAXBY: Because there's too
much - -

MR. PATTON: -- the numbers are
all --

MR. SAXBY: There's too much up and
down and going around - -

MR. PATTON: The numbers are all
over --

MR. SAXBY: -- the general fund,
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yeah.

MR. PATTON: The numbers are all
over the map, aren't they?

MR. SAXBY: Yeah. And - -

MR. PATTON: In fact, here between
fiscal year ending 'Ol and '2, we have
basically a seventy-five mllion doll ar
swing --

MR. SAXBY: Yeah.

MR. PATTON: -- froma thirty-nine
mllion dollar underreport to a thirty-five
mllion dollar overreport.

MR. SAXBY: Somet hing's wrong. I
mean, | -- in each year. And you have
turnover and you have -- they assign it to
peopl e and you get new managers, and the
numbers are squirrely.

MR. PATTON: Okay. Numbers are
squirrely. Let me see your questions there,
M chael . We're al most done here.

MR. SAXBY: Yep.

MR. PATTON: Do you -- when -- were
there any e-mails, any documents gener ated
about these conversations when -- first person

to bring it to your attention, you said, was
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in --

MR. SAXBY: Cheryl.

MR. PATTON: Cheryl Taylor in --

MR. SAXBY: 2010.

MR. PATTON: -- April of 2010.

MR. SAXBY: Yeah.

MR. PATTON: And then you brought it
to Manuel's attention, and he said, yeah, |
know, |'ve talked with upper management --

MR. SAXBY: Yeah.

MR. PATTON: -- 1've talked to the
management team, it's not going to get fixed.
Ils there any paper trail of any of this
conversation?

MR. SAXBY: No, not of the
conversation. There would just be documents,
and | don't even know if they exist of the one
version and then the next version when the --

MR. PATTON: Versi on of what?

MR. SAXBY: The fund condition.

MR. PATTON: Okay.

MR. SAXBY: | mean, there would have
been -- | would have brought him one, and heed
say, no, and he said I'm going to fix that,

and he would have gone and fixed it.
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MR. PATTON: Oh, so there should be
some if they were saved.

MR. SAXBY: If they were saved.

MR. PATTON: Because, as you
i ndi cated before, it would be buried, we would
bury this additional --

MR. SAXBY: You would -- yeah, you
woul d have - -

MR. PATTON: -- if | had --

MR. SAXBY: -- seen the number
change.

MR. PATTON: By changing the prior
year adjustment number.

MR. SAXBY: Yeah, somehow, yeah. So
there would be --

MR. PATTON: Prior iterations.

MR. SAXBY: Yeah. | don't know -- |
could never find archived stuff around here.

MR. PATTON: Why do you think that
Is? You're laughing.

MR. SAXBY: Because they were al
new people and they really -- there wasn't --
| i ke they weren't comng into a desk job that
had desk procedures and here's where you put

stuff and here's where you file it.

Page 154

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. PATTON: Well, we're also
tal king about -- we're playing with the number
in the fund condition statement, we're making
changes to bury a hidden surplus.

MR. SAXBY: Yeah, but | would -- if
it had been me, I'd have had all the versions
because | wouldn't have thought anything about
It or just fixing it, and someone's telling me
what the right number is.

MR. PATTON: Yeah, but we're facing
it the wrong way. We're not fixing it and
com ng clean

MR. SAXBY: But the anal yst
doesn't --

MR. PATTON: We're burying it.

MR. SAXBY: The anal yst doesn't know
that that's working on it.

MR. PATTON: Oh. Doesn't know what
we' re doing.

MR. SAXBY: He just -- yeah, he's
just -- these -- when | got there, the people
that were in there were not a knowl edgeabl e
group. They were brand new.

MR. PATTON: So if you tell them

change the number --
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MR. SAXBY: Just change the
number - -

MR. PATTON: -- on the prior year
adj ust ment - -

MR. SAXBY: -- and they would just
do it.

MR. PATTON: -- they just do it.

MR. SAXBY: They would just change
the number.

MR. PATTON: They're not going to
i nvestigate and see whet her or not the number
you're - -

MR. SAXBY: Their boss would have
had to have trained them why and how and - -

MR. PATTON: Okay. So there may be
some documentation -- you don't know, but the
archiving is not very good.

MR. SAXBY: No.

MR. PATTON: Al'l right. When t hese
fund condition statements get sent over,
who -- under whose authority -- whose name is
on these things as they get transmtted?

MR. SAXBY: It's not a -- it's a --
not |ike that. It's a -- the fund condition

is a document that we have that Finance sends
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us the blank form or a beginning form and then

we fill it in and then just send it back to
t hem

MR. PATTON: It's a form a
fill-in-the-blanks form

MR. SAXBY: Yeah, it's a
fill-in-the-blanks formin the governor's
budget bl ueprint.

MR. PATTON: But it's a paper form,

gets submtted paper and electronic?

MR. SAXBY: | think just electronic.
| think just electronic; |I'm not --

MR. PATTON: You'd never -- you've
never - -

MR. SAXBY: | haven't filled one
out .

MR. PATTON: -- prepared one of

these? Okay. So you don't know if anybody's
signing off on this physically?

MR. SAXBY: | don't know. Heck, |
m ght have signed off on it.

MR. PATTON: Well, you just said
you'd never done one.

MR. SAXBY: Well, | haven't, but

t hey m ght have brought one to me and said,
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here, sign this.

MR. PATTON: Oh. wel | - -

MR. SAXBY: When it's just the
technical budget, it's a different --

MR. PATTON: Does it go through a
review process? |It's worked up by the budget
manager, right?

MR. SAXBY: Yeah.

MR. PATTON: That's their
responsi bility.

MR. SAXBY: Yeah. And once Manuel
said that's the one that he wants, and | just
don't --

MR. PATTON: Okay. Wait, wait,
wai t .

MR. SAXBY: Yeah.

MR. PATTON: Procedurally, the Adm n
Services Officer, then Deputy Director of
Admin Services will | ook at what the budget
managers put together and will say whether or
not this is what's --

MR. SAXBY: Yes.

MR. PATTON: -- give the approval.

MR. SAXBY: Yes.

MR. PATTON: Does the Admi n Services
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Director go to the Assistant Director or
Director with the fund condition statement
prior to transmi ssion?

MR. SAXBY: | would have believed
t hat Manuel took everything to M chael.

MR. PATTON: Okay.

MR. SAXBY: |'"d be shocked if he
didn't.

MR. PATTON: Given M chael's prior
experience doing this --

MR. SAXBY: Yes, and being so
Il nvolved in the budget.

MR. PATTON: Okay. What about -- do
you have an opinion on whether or not this is
the sort of thing that would have been shown
to the Director?

MR. SAXBY: | woul d think not.

MR. PATTON: No.

MR. SAXBY: Yeah. It's technical.
MR. PATTON: Okay. Well -- so you
I ndi cated before you kind of |like creative.
You've worked in this -- it's a bureaucracy.

MR. SAXBY: Um hum.
MR. PATTON: And trying to run a

department, it takes money. And you indicated
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you |like creativity. What's my question? |
guess | don't want to ask a specific question.
| guess |'m just -- you seem, M. Saxby, |ike
a man with a | ot of knowl edge about how
department finance operations worKk. You're
noddi ng your head.

MR. SAXBY: Yes.

MR. PATTON: You al so have some
hi storical know edge about how things worked
i n other areas.

MR. SAXBY: Yes.

MR. PATTON: And | gl eaned from our
conversation that at times |iberties have been
t aken.

MR. SAXBY: Yes.

MR. PATTON: And | think that when
one wi nds up reviewi ng your transcript, which
won't be made available until after this
i nvestigation is done, you may be a person
t hat some other people may want to talk to to

| earn more about how agencies are able to take

| i berties until the bureaucratic funding
process.
MR. SAXBY: It's not just the
agenci es. Finance is part of the creative
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process.

MR. PATTON: When you say that, you
mean - -

MR. SAXBY: They tell --

MR. PATTON: “"They," the Depart ment
of Finance?

MR. SAXBY: The Department of
Fi nance. They have issues, bureaucratic
|l ssues, people that don't know what they're
doing issues, strategies, and they tell you
what to do.

MR. PATTON: Al'l right. [ will
| eave the further exam nation and entire state
worl d of finance operations for another day.
And we appreciate your time. You have my
card.

MR. SAXBY: Yes.

MR. PATTON: Is there anything el se
t hat maybe we should have discussed that you
were expecting we m ght have a conversation
about ?

MR. SAXBY: Nope.

MR. PATTON: No.

MR. SAXBY: | think you got it all.

MR. PATTON: Actually, | didn't ask
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you about your son-in-Ilaw, Paul Furry. | saw
that Corrine Murphy had asked you about his
appoi nt ment .

MR. SAXBY: Yes.

MR. PATTON: And | read in the
transcript where you had brought his resume
and given it to people in IT, the I T section,
which is part of Admi n Services here?

MR. SAXBY: Yes.

MR. PATTON: They expressed interest

in him

MR. SAXBY: Yes.

MR. PATTON: And he was appoi nted.

MR. SAXBY: Yes.

MR. PATTON: She asked you if there
had been --

MR. SAXBY: Manuel had hel ped in any
way .

MR. PATTON: Wwel | ?

MR. SAXBY: No.

MR. PATTON: No. She asked you - -
oh, thanks for finishing that.

MR. SAXBY: Oh, |I'"m sorry.

MR. PATTON: That's okay. She had

asked you if there had been an interview, a
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panel, and you started to answer the question
and then you got cut off. So I'"m just curious
about who made the hiring decision to hire
your son-in-I|aw. " m curious about two
t hi ngs.

MR. SAXBY: Yes.

MR. PATTON: Did he go through the
competitive hiring process?

MR. SAXBY: Yes.

MR. PATTON: He filled out the form

MR. SAXBY: Yes.

MR. PATTON: He did the exam - -

MR. SAXBY: Yes.

MR. PATTON: -- to be appointed
as -- he got appointed as what?

MR. SAXBY: SSM1.

MR. PATTON: Okay. And to your
knowl edge, he passed that exam, qualified, and
made the eligibility list?

MR. SAXBY: Yeah. He was on the
cert list.

MR. PATTON: And did he go through
an interview process then?

MR. SAXBY: Yes.

MR. PATTON: And there were
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competitors?

MR.
MR.
hiring decis
MR.
MR.
MR.
panel made t
MR.

normally be

SAXBY: Yes.
PATTON: And who then made the

ion?
SAXBY: | think Jason.
PATTON: I n personnel ?

SAXBY: Yeah, as the panel, the
he deci sion.
PATTON: Who woul d a panel

made up of?

MR. SAXBY: It was Jason and Paris.

MR. PATTON: Personnel ?

MR. SAXBY: Yeah.

MR. PATTON: Why would | - -

MR. SAXBY: Well -- and | was on the
panel at the beginning, and then | realized
that | needed to get out because he was in

there.
MR.
t hree-person
MR.
MR.
and Paris?
MR.
MR.

PATTON: So it started off as a
panel - -

SAXBY: Yeah.

PATTON: -- with you and Jason

SAXBY: Yeah.
PATTON: And then you got out?
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MR. SAXBY: Yeah, that was just to
have a personnel and a woman.

MR. PATTON: And did you participate
in any of the discussions with the panel?

MR. SAXBY: No.

MR. PATTON: What did -- what was
your involvement on the panel, the extent of
it? Did you --

MR. SAXBY: Aski ng questions.

MR. PATTON: So you were part of an
i nterview panel ?

MR. SAXBY: Yeah.

MR. PATTON: And you realized | ater
on that you shouldn't be on that panel?

MR. SAXBY: Yes.

MR. PATTON: What -- how much | ater?

MR. SAXBY: At the -- after we had
i ntervi ewed everybody and we were starting
to -- going to go into the next thing, | said,
| can't be a part of this.

MR. PATTON: The selection --

MR. SAXBY: Yeah.

MR. PATTON: -- the deliberations
over the selection?

MR. SAXBY: The deli beration and
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selection, right.

MR. PATTON: So you participated in
all the interviews. Do you remember how many
i nterviews there were?

MR. SAXBY: Six or seven, | think.
| don't really remember. There's a document
t hat has them all.

MR. PATTON: Okay. What made you
realize that it was probably not appropriate
for you to be on the panel ?

MR. SAXBY: When | could see that my
son-in-law really did well.

MR. PATTON: So he became a viable
contender.

MR. SAXBY: Yeah.

MR. PATTON: And then you deci ded at
t hat point you probably shouldn't be part of
the selection panel.

MR. SAXBY: | can't be part of the
selection panel.

MR. PATTON: Didn't it seema little

strange to you that you were on it to begin

with?
MR. SAXBY: Well, it was -- the
vacanci es were under me and -- that we were
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i nterviewing for, so | didn't.
MR. PATTON: So it was -- had you -

you had participated in that kind of a pane

before?

MR. SAXBY: Lots of interview
panel s.

MR. PATTON: Okay. Did you -- do
you -- Tina WIlliams is -- what's her

position? She a manager of | aw enforcement
side?

MR. SAXBY: Yes.

MR. PATTON: She the top --

MR. SAXBY: She's the deputy in
charge of LEES.

MR. PATTON: Law Enforcement --

MR. SAXBY: Law Enforcement --

MR. PATTON: -- and Emergency
Services?

MR. SAXBY: Emer gency Services
maybe. "' m not sure what the title is.

MR. PATTON: She's a Deputy
Director. She is the head of that section?

MR. SAXBY: She's the head of that
section.

MR. PATTON: And | ' m not going to
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rehash the whole | eave buyback thing.
MR. SAXBY: Okay.
MR. PATTON: But | am curious about

one thing. | saw that her numbers -- she was
a large -- she was the second | argest
reci pient of funds out of that, and | saw t hat

her accrued hours were over 1,600.

MR. SAXBY: Yeah.

MR. PATTON: Is -- does that seem a
little -- is that unusual for people to get
t hat high?

MR. SAXBY: | don't think in terms

of those managers that are the police get
t hose hours.
MR. PATTON: The police.
MR. SAXBY: Yeah.
MR. PATTON: Why is that? \Why did
t hey uniquely accrue such high bal ances?
MR. SAXBY: Because they're
dedi cated and work all the time and don't take
vacati on.
MR. PATTON: And nobody has them
t ake vacation.
MR. SAXBY: Hasn't made them

woul d have to -- yeah, | would assume t hat
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most of the people that are at her | evel have
hi gh | eave bal ances.

MR. PATTON: You weren't in charge
of whet her or not she took time off so --

MR. SAXBY: No.

MR. PATTON: And you weren't in
charge of monitoring | eave bal ances?

MR. SAXBY: No.

MR. PATTON: Personnel 1is?

MR. SAXBY: Yeah.

MR. PATTON: Okay. All right. | f
you | ater decide there's something that you
need to el aborate on or to correct or that you
simply feel |ike, you know what, we probably
shoul d have discussed this also, another
conversation | had with somebody about these
undi scl osed funds - -

MR. SAXBY: Yeah.

MR. PATTON: -- something relevant,
| want you to contact me, okay?

MR. SAXBY: Okay.

MR. PATTON: You' ve got my card.
That's my direct office line. M. Mattson and
| can set up a brief telephone additiona

i ntervi ew - -
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So we've

comes to

have been tal ked about

make a correction,

MR. SAXBY: Okay.

MR. PATTON: -- to record.

had a | ong conversati on.

m nd | ater that we -- that

or that you

a clarification,

Okay.
I f anything
shoul d
want to

expand on,

you | et me know. Don't be afraid to do that.

MR. SAXBY: Okay.

MR. PATTON: Okay?

MR. SAXBY: Okay.

MR. PATTON: | ve had that happen a
couple times.

MR. SAXBY: Sur e.

MR. PATTON: There's not hing wrong
with that.

MR. SAXBY: Yeah, no.

MR. PATTON: Yeah, because we
touched on a | ot of things.

MR. SAXBY: Yeah.

MR. PATTON: And | appreciate your
time.

MR. SAXBY: Thank you.

MR. PATTON: Okay. We'll go off the
record. It's now 4:02.

(End of audi o)
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TRANSCRI BER' S CERTI FI CATE

Dave Saxby interview on 8-27-12

STATE OF CALI FORNI A )
) Ss.
COUNTY OF SACRAMENTO )

This is to certify that |
transcri bed the foregoing pages 1 to 170 to
the best of my ability from an audio recording
submtted by Heidi Webb at the California
Depart ment of Justice, in Sacramento,
California.

| have subscribed this certificate
at New York, New York, this 7th day of
September, 2012.

Davi d Rutt

eScri bers, Inc.

--000- -
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